itie 


FORTNIGHTLY 


ES By, 

> ———. © 

te 
pi 


, “BOSTON 
UNIVERSITY > 
ay 








November 21, 1940 


PRIVATE POWER AND DEFENSE 
By Andrew Barnes 
Guinea Pig’s Nest 
By Gerald Miller 
The Air-mail Rates 
By T. N. Sandifer 


Job Seéurity—A Problem in 
Industrial Relations 
By Alfred M. Cooper 

SA LTTE 








PUBLIC UTILITIES REPORTS, INC. 
PUBLISHERS 


¥. 
4 





“But here’s something that every electric 
utility executive ...” 

“Har-umpf! I juse can’t wait.” 

“But, Mr. Watts! Did you know that 97 
families out of 100 serve coffee at least 
once a day?” 

“You stagger me, Miss Patterson. But what’s 
that to do with...” 


“Everything! A nation of coffee drinkers has 
got to have glass coffee makers.” 

“Don't ramble.” 

“I’m not rambling. Fhis book shows that 
scads of families have irons and toasters and 
vacuum cleaners, but only 17% have glass 
coffee makers.” 


“Hmmm! The light dawns, Miss Patterson.” 


“lM NO 
BOOK AGENT, 
MR. WATTS - -” 


“You haven’t heard anything yet. A cleaner 
adds only 24 KWH to the load, a toaster 
only 30, an iron only 80 — but a Silex Glass 
Coffee Maker with Anyheet Control adds 
97 KWH. And how'd you like to know 
the KWH we could add to our load for the 
next five years by pushing Silex? 

“ Miss Patterson, where'd you get that book?” 
“The Silex representative. He’s waiting 
outside right now.” 


“Hmmm... load building. Show him in!” 


Yes ...Show Him In 


In 5 minutes your Silex representative will 
take you through the “Silex KWH Campaign 
Book” and prove that Silex promotion can 
put more KWH on your load than any 
other small appliance except a roaster. 





Every Electric Silex has 


a “Self- Timing”’ Stove! 


p It’s an exclusive Silex feature, patented so 
others can’t copy. Women love it... makes uni- 
form, better-tasting coffee every time. All electric 
Silex Glass Coffee Makers have ‘“Self-Timing” 
Stoves. And electric models are priced from $4.95 


BRETTON BLACK 
ELECTRIC MODEL 
with wide neck 
for easy 
cleaning 


$495 retail 


to $29.95. Illustrated, 8-cup, black trim... 
PYREX BRAND GLASS USED EXCLUSIVELY 


ie iL€ X 








THE SILEX COMPANY . . . HARTFORD, CONNECTIC 


Creators of the Glass Coffee Maker Industry 
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ber Burner Units for 
Appliances, Conver- 
Burners for Furnaces 
Boilers, and Regu- 
S. 


BARBER GAS 


Safety's 
Sake— 


BARBER 
REGULATORS 


| Sean yeevinion. See 


gas appliance safety is a definite 


| i 


a 
part of the service of any gas company. How better can you 
safeguard the interests of your customers, than by recom- 
mending their use of an approved and thoroughly reliable 
gas pressure regulator P 


Fitted with the Barber Regulator, any gas appliance also 
delivers far more satisfactory performance and greater fuel 
Barber Regulator 
mechanically perfect product, built for continuous depend- 


economy. Every is a sensitive and 
ability. Bronze body, brass working parts, phosphor bronze 
springs, finest sheepskin diaphragm. The really remarkable 
thing is that a regulator so well made is still competitively 
priced. Give your customers the better value of Barber 


Regulators. 


BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


sure REGULATORS 


ber Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 
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ELECTRIC POWER AND WATER 
COMPANIES 


and other Public Utility Companies interested in bill 
printing and addressing are invited to send for these 


case stories— 


A POST-CARD BILLING SYSTEM 
FOR A WATER COMPANY 


and 


TWO-COLOR BILL PRINTING 
FOR AN ELECTRIC POWER COMPANY 


Requesting this systems material carries no obligation. 


Just address: 





Systems Department 


THE ELLIOTT ADDRESSING MACHINE COMPANY 


157 ALBANY STREET 
CAMBRIDGE, MASS. 
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Pages with the Editors 


HE recent electoral victory for Presi- 
Reo Roosevelt is interesting from the 
public utilities standpoint in that the so-called 
“utility issue’ attracted relatively little pub- 
lic attention during the campaign. Although 
considerable effort was made to raise it by 
some of the speakers, there was apparently 
little response and there was no attempt in 
general to press the issue. One of the main 
points brought out in the debate was the neces- 
sity of encouraging unity rather than dis- 
unity between different groups of people and 
since the election, especially, coOperation 
rather than conflict has been the prevailing 
note of comment on the result, 


ANp consider this: After recovery from the 
initial reaction, it seems certain that the utili- 
ties will share in the general business stimulus 
of the rearmament program. This may be an 
artificial stimulant but it is going to make busi- 
ness hum for at least two or three years, un- 
less more critical international complications 
intervene. 


Ir may be that the slowly rising trend to- 
wards eventual 2-party parity, evidenced by 
the substantial minority vote on November 5th, 


GERALD MILLER 


Whether they ever pay out or not, there was 
never a dull moment in building the Nebraska 
projects. 


(SEE Pace 717) 
NOV. 21, 1940 


ALFRED M. COOPER 


Private utilities can learn something from 
municipal plant personnel policy. 


(SEE Pace 732) 


will serve as a notice to all sides that every- 
body has to pitch in and co6dperate whole- 
heartedly for national union. For the victor 
to ignore this warning would be to court dis- 
unity of a very substantial caliber. For the 
utilities the situation suggests the need for an 
armistice in the protracted conflict between 
some government officials and businesses en- 
gaged in public service. 


¥ 


N”™ that the main issues have been settled, 
little sidelights of the recent campaign 
are beginning to get some attention. Will 
Hugh Johnson, for example, be required to 
masticate a copy of his own column, as he 
threatened to do if Dr. Gallup’s polls turned 


out right? The outlook seems somewhat 
uncertain since neither Dr. Gallup nor Gen- 
eral Johnson has been particularly vindicated 
by the final results. At that, a copy of the Gen- 
eral’s column ought to be considerably more 
palatable than some of the other items which 
will have to be eaten in the aftermath of the 
election strain. 


WuetHEe_R or not Dr. Gallup and other scien- 
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Installed in the plant of 


A Large Texas Utility 





250,000 Pounds of Steam per hour. 975 lbs. Steam 
Pressure. 910° F. Steam Temperature. 


Riley Boiler, Superheater, Steam Temperature Control, 
Economizer, Air Heater, Water Walls, Steel Clad 
Insulated Setting. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT SEATTLE 
8T. LOUIS CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
ULVERIZERS - BURNERS - MECHANIOAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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8 PAGES WITH THE EDITORS (Continued) 


tific nose-counters will continue in their roles 
of political and social prophets, we hope that 
the beneficial influence of their mathematical 
forecasts will remain with us. By beneficial 
influence, we mean the liberal education in 
decimal mathematics to which the public has 
been exposed during these past few weeks. In 
a day when political orators confuse millions 
with billions as easily as ducks on the wing, 
there has been something comforting about 
having our sense of proportionate values 
aroused to the point of figuring out three or 
four decimal places. The public, and the 
politicians as well, can stand a lot of such 
drilling in mathematical precision. 


WE recall poignantly a personal pang suf- 
fered during the campaign. We were walking 
away from a well-attended political rally in 
Baltimore when we feil in behind a pair of 
young men engaged in a most earnest conver- 
sation. 


ONE was evidently a first voter who would 
be barely qualified for conscription. His com- 
panion was around thirty years of age. “ 
hear them all talking about Herbert Hoover,” 
said the younger chap. “Who was he?” “Why, 
you dummy,” retorted the senior, “don’t you 
know—?” “Yes, I have heard he was Presi- 
dent before Roosevelt; but just what sort of a 
fellow was he?” It’s just such things as these 
that send the rest of us home to peer in the 
mirror for more gray hairs and wrinkles. 


¥ 


B" now that the party is over, we must 
take the advice of the successful candidate 
and get down to business. Our principal busi- 
ness right now, of course, is national defense. 
The opening article in this issue by ANDREW 
BARNES, veteran Washington correspondent, is 
another in our series on the part utilities must 
play in the task of making America invincible. 


¥ 


oME folks were considerably surprised by 

the recent behavior of Senator Norris’ 
state of Nebraska in the national election. The 
impression had been rather general that the 
power issue was a burning topic in that great 
midwestern state. But evidently the citizens 
out that way had other ideas. One reason for 
the apathy along this line may have been the 
record made by the public power districts in 
Nebraska. 


Unver the whimsical title, “Guinea Pig’s 
Nest,” GerALp MILLER, formerly of the in- 
formation staff of the PWA assigned to the 
chief engineer on the Nebraska projects, gives 
an interesting account of various problems 
which have plagued that expensive plan. Be- 
fore joining PWA in 1937, Mr. MILer served 
for thirteen years on various Middle Western 
newspapers and for four years was a member 
of the staff of the Associated Press in the 
Chicago and Washington bureaus. He is at 
present free lancing in the Middle West. 
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T. N. SANDIFER 


Uncle Sam threatens to cut down on air-mail 
subsidies for commercial carriers. 


(SEE Pace 726) 


NOTHER veteran Washington 
A man, formerly White House cor- 
respondent for International News Service 
and now specializing in writing about aerial 
transport, is T. N. SANDIFER. Mr. SANDIFER 
gives us a description of changing principles 
employed in fixing air-mail rates (page 726). 
¥ 
LFRED M. Cooper, whose article on “Job 
Security” as an asset in utility indus- 
trial relations also appears in this issue (page 
732), was formerly a teacher in Kansas City 
public schools and in the School of Govern- 
ment, University of Southern California. 
After that he spent twenty- -odd years super- 
vising employee training for a number of im- 
portant private industrial organizations, prin- 
cipally utilities. 


newspaper 


¥ 


MONG the important decisions preprinted 
from Public Utilities Reports in the back 
of this number, may be found the following: 


Tue SEC denies an application for exemp- 
tion from provisions of the Holding Company 
Act. (See page 197.) 


Tue North Dakota commission conducted a 
hearing for the purpose of promulgating a 
rule covering the matter of requiring power 
factor corrective devices on fluorescent and 
neon lighting equipment. (See page 223.) 


THE next number of this issue will be out 
December 5th. 
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Wherein Hiftory if Writ 
and a Promife for the Future Pledged 


The past five years have witnessed 
vclonic upheavals in world events. 
The past five years have likewise 
itnessed tremendous changes in the 
ld accepted standards of Public Util- 
ies operations and profit margins.2© 
For those of you in Pub- 

¢ Utilities, Remington 


hand has printed the story 


{the development of new, 
gnificant products that 
ontribute mightily to the 
creased efficiency of man- 
ReMent. 20 2 2 2 2a 2 2y 
Told is the story of one hundred 
searchers, engineers, scientists, who 
nually expend $350,000 in their 
est for ever-better office equipment 
d machines . . . forcing the cost of 
peration down and down. 2@202028 
Told and pictured is the tangible 
‘idence of how Research gets Re- 


sults. It is the written history of Rem- 
ington Rand’s contributions to the 
science of improved methods of man- 
agement during the past five years. 2» 
@ Now being created in the minds of 
our researchers, engineers, scientists 
at Remington Rand labo- 
ratories at Elmira, [lion, 
Tonawanda, Brooklyn and 
Marietta are the new pro- 
ducts Public Utilities will 
require and use five years 
hence...thereby is our pro- 
mise for the future pledged. 
* * * 
€ Copies of this booklet ‘‘’Ten New 
Stories of a Modern Pioneer’’ will be 
sent Public Utilities personnel inter- 
ested in increasing efficiency, lower- 
ing operating costs and improving 
management control. Simply write. 
No obligation. Remington Rand Inc. 


EMINGTON RAND INc. BUFFALO, NEw YorK 
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ACCEPTED- joGevenpascey 


ngineering executives purchase equipment on demonstrated performance. That's why en- 


hineers in every conceivable industry purchase Vulcan and the reason why Vulcan was sold 


forty-three states, every Province of Canada, Porto Rico, Territory of Hawaii and eleven 


preign countries during the past year. The following partial list of representative contracts 


or 1939 demonstrate the popularity of Vulcan among engineers in every type of industry 
ho have taken the time to investigate the reasons for Vulcans rugged dependability. 


any of these contracts are repeat orders, real evidence that Vulcan gives highest satis- 


action. 





Socony Vacuum Oil Co East S?. Louis, Mo. 
Town of Albion Albion, Indiana 
Pairpoint Corporation New Bedford, Mass. 
Charleston Navy Yard Charleston, S. C 
U. S. Naval Academy Annapolis, Md. 
Metropolitan Life Insurance Co....New York City 
Park Chester Housing Development 
Griesdieck Western Brewery Belleville, Ill. 
Minot Normal School Minot, N. D. 
Southland Paper Mills Lufkin, Texas 
Bethlehem Steel C y Leb . Penna. 
Norfolk Navy Yard 
Fairmont City Light Co Fairmont, Minn. 
Evenson and Levering Company....Camden, N. J. 
Socony Vacuum Oil Company Brooklyn, N. Y. 
City of Bellefontaine Bellefontaine, Ohio 
Gallinger Hospital Washington, D. C. 
Colorado State Agricultural College 

Fort Collins, Colo. 
Navajo Agency Ft. Defiance, Arizona 
Victor Chemical Company....Mt. Pleasant, Tenn. 
McChord Field, U. S. Army....Ft. Lewis, Wash. 
B. F. Goodrich Company Clarksville, Tenn. 
Canadian National ne Sherbraeke, Man., Can. 





Carnation Compny Sherbrooke, Quebec, Can. 
Alexandria Steam Generating Co.. .Alexandria, Va. 
South Porto Rico Sugar Company 

Santa Domingo, Dom. Rep. 
George Ziegler Company. . .. Milwaukee, Wis. 
Atlas Powder Company... - Stamford, Conn. 
Colorado State Capitol... ...-Denver, Colo. 
Hercules Powder Company Hercules, Del. 
U. S. Military Academy West Point, N. Y. 


Container Corporation of America 

Circlesville, Ohio 
Commodore Perry Housing Project. ..Buffalo, N. Y. 
DeKalb State Teachers College DeKalb, ill. 
United States Shoe Corp Norwood, Ohio 
The May Company Cleveland, Ohio 
United States Naval Hospital...San Diego, Calif. 
Frankford Arsenal Philadelphia, Penna. 
Central Park Pumping Station i 
Virginia Public Service Co 
Atlas Powder Company 
City of Fairmont Fairmont, Minn. 
Froedtert Grain and Malting Co..Milwaukee, Wis. 
Sonoco Products Company Garwood, N. J. 
Sheridan Brewing Company....Sheridan, Wyoming 
City of Fort Collins Fort Collins, Colo. 
Ingenio Riogaila. ...Buenaventure, Columbia, S. A. 
South Carolina Electric and Gas Co....Parr, S. C. 
American Woolen Company Fulton, N. Y. 
Keystone Public Service Company. Oil City, Penna. 
Alabama Power Company Chickasaw, Ala. 
Pennsylvania Power and Light Co. 

Harrisburg, Pa. 

Holyoke Gas and Electric Co Holyoke, Mass. 
Durkee Famous Foods i. 
Blanton Company St. Louis, Mo. 
Continental Diamond Fibre Co..Bridgeport, Penna. 
Westinghouse Electric and Manufacturin 


Company, ™ Ohio 
Libby, McNeill and Libby 
Vanadium Corporation Naturita, Colo. 
Philadelphia Electric Company....Chester, Penna. 





ulcan Soot Blower Corporation does not 
build down to a price. Vulcan builds into their 
a thirty-seven years of experience; 
build by highly skilled engineering and plant 
personnel of long service, using the highest 
pe material that hard exacting service has 
lemonstrated is the most practical for its 
purpose. The result is trouble free, long years 


of service, making unnecessary frequent serv- 
icing—and when service is required, skilled 
field engineers on their rounds, offer it gladly 
to maintain your Vulcan equipment in top 
condition. Ask the Vulcan Sales or Field En- 
gineer WHY Vulcan MUST build into their 
equipment the most rugged, trouble free, 
lowest maintenance you can buy. 


VULCAN SOOT BLOWER CORP., Du Bois, Penna. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MOoNTAIGNE 





“ 


. . . Grand Coulee dam is feasible only because of 
its hydroelectric power.” 


¥ 


“While other peoples make terrible wars for expan- 
sion, we have only to build great works to provide our- 
selves with elbowroom.” 


w 


“The attempt to sell more labor by charging a higher 
price for it seems to have been ill-advised and has been 
abandoned as public policy.” 


¥ 


there should be no question of ethics in public 
utility rate regulation. It is an economic problem and 
should be decided on economic grounds.” 


¥ 


ec 


“We are not opposed to public ownership because it is 
public, but simply because the underlying philosophy is 
not one of enhanced electric service.” 


¥ 


“You have scarcely heard about the wickedness of 
private enterprise since the New Deal put through the 
‘conscription of industry’ plan in Congress...” 


¥ 


“T am convinced that a breakdown of existing labor and 
social legislation would weaken rather than increase our 
efforts for defense. Continuance of them means the pres- 
ervation of the efficiency of labor.” 


¥ 


“Broadcasters propose to continue to give freely of 
their time and services for national defense and other 
governmental purposes. But it isn’t good radio to jam 


:” 


schedules with incessant government ‘talk. 


“The concentration of high-grade securities in the 
hands of a few gigantic institutional purchasers must be 
examined from the point of view of the public interest 
and the general welfare of the American investor and 
American industry.” 


12 
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y Burroughs Factory Branch, Plymouth, Michigan 


+ + + 


Over a half-century ago Burroughs started in a — 
small machine shop to manufacture the first prac- 
tical adding machine. Business has since depended 
more and more on Burroughs for a steady flow 
of machines and developments to meet constantly 
changing conditions. Today’s range of Burroughs 
products includes practically every type of figuring, 
accounting and forms-writing machine. 


With this background of experience and wide 
variety of machines, Burroughs meets the needs 
Burroughs Factory and General Offices, Detroit of today’s business for speed and economy, and 


Throughout the years, Burroughs has adhered to _—is building for the future along lines which have 
the highest standards of manufacture and quality, 
and has developed a worldwide factory-trained 
and factory-controlled service organization. BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICH. 


made Burroughs a worldwide institution. 


Burroughs 


DOES THE WORK IN LESS TIME~ WITH LESS EFFORT—AT LESS COST 
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WILLIAM L. Batt 
President, SKF Industries, Inc. 


MatTTHew WOLL 
Vice President, American Federa- 
tion of Labor. 


ALFRED P. SLOAN, JR. 
Chairman, General Motors 
Corporation. 


Excerpt from report of Economte 
Policy Commission, American 
Bankers Association. 


Excerpt from The New York 
Times. 


CLYDE WILLIAMS 
U. S. Representative from 
Missouri. 


RosBert TeEviot LivINGSTON 
Director of education and commer- 
cial research, Long Island Lighting 

Company. 
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“I do not believe that total economic planning can ever 
be successful in a democratic country. When economic 
planning is tied up with political control, it means the 
end of civil liberties and all the other rights of a free 
people that we are determined to defend.” 


¥ 


“Our [labor’s] appeal to management as well as to 
our government and to all of our people is for the preser. 
vation and perpetuity of the great system of free enter- 
prise, free labor, and free possessions, under which alone 
freedom, liberty, and democracy can flourish.” 


¥ 


“In economic policy we have passed from a nation 
which has risen to the highest peaks of prosperity ever 
known based upon the philosophy of a constantly ex- 
panding volume of wealth to one more primarily con- 
cerned with the doctrine of taking from some and giving 
to others.” 


¥ 


“There should be rigid economy in civil expenditures 
of government. To that end, our defense should be 
financed to as great an extent as possible through the 
direct use of bank credit and private investment funds, 
so as to restrict so far as possible the inevitable increases 
in our Federal indebtedness.” 


¥ 


“Some of us think that the great crisis which confronts 
the American people today is whether freedom and civili- 
zation shall survive in the world. Senator Norris thinks, 
on the other hand, that the great crisis which confronts 
the American people today is whether electric light con- 
sumers shall pay 3% cents a kilowatt hour or only 2% 
cents a kilowatt hour.” 


> 


“. . these people who are continually and persistently 
looking under the bed and behind the door for some kind 
of spooks or ghosts or apparitions of some kind—these 
fellows who are continually shadow-boxing, tilting at 
windmills, raising up bogeymen, pure figments of the 
imagination, it seems to me, are wasting both their time 
and energy. It is unbecoming constructive legislators.” 


¥ 


“Today ...the principal problem [of the electric power 
industry] is no longer the mere extension, development, 
and improvement of facilities. Now the utility business 
must solve an even more difficult problem. It must justify 
its existence under private ownership before the bar of 
public opinion. It is no longer enough to do the job of 
supplying the customers with gas and electricity. It must 
demonstrate its right to be permitted to continue to do 
that job.” 
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“Hasn't leaked a drop in 15 years. 


NORDSTROM VALVES 


Pressures to 15,000 Ibs. Test. Temperatures to 1000° F. 


Catalog upon Request 
PRODUCTS—NORDSTROM VALVES; EMCO ag apa and REGULATORS; PITTSBURGH LIQUID 


MERCO NORDSTROM VALVE CO. A Subsidiary of PITTSBURGH EQUITABLE METER CO. 


Main Office: Pittsburgh, Pa. @ Branch Offices: New York City, Buffalo, Philadelphia, Columbia, Memphis, 
Chicago, Kansas City, Des Moines, Tulsa, Houston, Los Angeles, Oakland. @ Canadian Licensees: Peacock 
Brothers, Ltd., Montreal. @ European Licensees: Audley Engineering Co., Ltd., Newport, Shropshire, England. 
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@ What do you buy in 
large quantities? Meters, cable, 
pipe, linesmen’s tools, all down 
the line in operating equipment 
quality is the keynote that spells 
durability and performance. But 
“equal quality” is sometimes hard 
to determine. 


Let E. T. L. help you solve this 
difficulty. Give us your specifica- 
tions and we’ll develop the neces- 
sary test procedure to check 
products offered to you against 
these standards. Then when you 
buy, you “know by test.” 


Over 40 years in the Know by Test business 


Electrical Testing 


|Wohekolaoh ic) a k= 


East End Ave and 79thSt.. New York,NY 


«lL 





—— 


What questions are 
bothering you about the 
Wage-Hour Law? 


Are any of your employees 
exempt from minimum wage 
requirements? From the 
42-hour week? 

What can be done to avoid 
paying overtime? How 
about time off in the dull 
season? 

Must “waiting time” be count- 
ed as working time? 

What must you do to comply 
with the law if you take a 
contract or subcontract on 
government business? 


The official answers to these 
and 243 other questions about 
what the Government has to 
say about your employment 
policies can save you a lot of 
money and a lot of worry in 
the months ahead. 


1940 EDITION 


This book brings you the official answers of tlt 
Wage and Hour Division to 249 questions asked by 
employers or employees. You will have the ful 
text of the Act, the regulations and interpretatit 
and explanatory bulletins. 


and how the courts are enforcing the law. 
will tell you what others are doing to protect 
themselves from the penalties and violations. 

In 23 helpful sections it tells how the Wage 
Hour Law operates, how to handle overtime, who 
is subject to the law, which employees are ¢- 
empt, what records must be kept. It covers not 
only the Wage and Hour Act, but the Public Con- 
tracts Act, the Eight-Hour Law, and Anti-Kick- 
Back Acts for public contract work, and the de 
velopments under state wage-hour laws. 

Don’t wait until the inspector asks to examine 
your records, to investigate this book. Send for 
@ copy today and protect yourself. Just ont 
helpful hint from this book will more than repay 
its cost to you. 


Examine it for ten days—send the coupon 





Bureau of National Affairs, Inc. 
2201 M Street, N. W., Washington, D. C. 


Send me the 1940 edition of Wage and Hou 
Manual for ten days’ examination on approval. 
In ten days I will send $5 plus a few cents postage. 
or return the book postpaid. (Postage paid o 
orders accompanied by remittance.) 


Address 
City and State 
Position 
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Dig at EXTRA Profits with 
“TLEVELANDS”™ 


~ 


CLEVELAND a = CLEVELAND 
Model 95 eed © onl Model 110 


And — 
the REASON 


Every foot of trench & pu Sy cf »° CLEVELAND 
machine dug means pd TAPS gf Model 140 

money saved. And . 3 S 

“Clevelands” speed up — 

practically every operation incidental to mechanical trenching. 

Compact, fast, flexible, and with all dead-weight eliminated, yet powerful and 
rugged enough for the toughest task, in any soil or on any terrain “Clevelands” 
fit into more jobs assuring most “machine-trench” at least cost. Prove their value 
on your own work. Write today for details. 


A big time-saving ‘Cleveland’ 
feature—Truck speed transporta- 


tion on special trailers. THE CLEVELAND 
TRENCHER COMPANY 


"Pioneer of the Small Trencher" 


20100 St. Clair Avenue 
Cleveland, Ohio 
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CRESCEN 


CRESFLEX 


Non-Metallic Sheathed Cable 


Here’s an improved CRESFLEX using Type R conduc- 
tors with fame retarding and moisture resisting finish 


printed to show the size, type of insulation and voltage. 
A further advance in construction has been developed by 


CRESCENT in a new method of applying the protective 
sheath to provide a more flexible cable that makes for 
easier fishing and a faster low cost installation. 


CRESCENT SUPPLIES 


the following choices of insulation for standard building wires 
and cables: 








Code Grade, Type R 
30% Performance Grade, Type RP 
ENDURITE Heat Resistant, Type RH 
IMPERVEX Moisture Resisting Grade, Type RW 
SYNTHOL Synthetic Insulated, Type SN 


and here is a partial list of CRESCENT products: 


Genuine A.B.C. Armored Bushed Parkway Cables 
able Rubber Power Cables 
Flexible Steel Conduit Service Cables 
Bare Copper Wire and Cable Signal and Control Cables 
Flexible Cords Trench Cables 
IMPERIAL Portable Cords and Varnished Cambric Cables 
Cables Weatherproof Wires and Cables 


Also all kinds of special cables to meet A.S.T.M., A.R.A., 1.P.C.E.A., N.E.M.A. 
and all Railroad, Government and Utility Companies' Specifications. 
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PUBLIC UTILITY 
ACCOUNTANTS and AUDITORS 


peed your Report Operations with 


NEW 


SE ee ee et Oe 


Ditto D-44. 


The new Ditto D-44 is revising utility men’s 
ideas on the part a duplicator can play in their 
laily work. 


Because of new lightning-fast automatic 
tlectric feed, new long press runs, and new 
ll-over brightness of copies, the new Ditto 
)-44 is speeding whole operations. A 


Without type, stencil or ink it makes 300 BRINGS AMAZING 
ind more bright copies of anything written, 

ped or drawn . . . rate schedules; operating SPEED, ACCURACY 

nd progress reports; specifications, engineer- TO PUBLIC UTILITY ROUTINES 
ng drawings; service, factory and work orders; 

orms, “— the like . . . 70 copies a minute, 

N one to four colors at once, 6c for the first z 
100, 3c thereafter. Originals can be used re- Gel. free dew booklet / 
petitively—excellent for accumulative reports. 
DITTO, INC. 
2221 W. Harrison St., Chicago, Ill. 


Gentlemen: 
Send me copy of your book, “Copies, Their Placg 
Business.” No obligation. 


Make your department more effective—get 
he whole story of public utility performance 
bn gelatine or liquid Ditto duplicators. Use 
oupon for free idea-booklet, ‘““Copies, Their 
Place in Business.” No obligation! 


M 


Position 
Company 
Address 


ee 
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Sse ROPE BEE)! pv. R. QUESTION | 
SHEETS 


AN EDUCATIONAL OPPORTU. | 
NITY for public utility men. A | 
fortnightly quiz of ten questions | 
and answers on practical financial 
| 
| 
| 


ECONOMICAL LINE CLEARING 


and operating problems, as pre. 
sented in the decisions of State and 
2 , Federal Commissions and Courts 
clearing your lines at the best in their investigations of public 


prices. You will save time as well utility companies. 


as money having this work done by Ten questions and answers every 


Economical trimming consists in 


two weeks—annual subscription 


$10.00. 


our tree experts. 


ASPLUNDH TREE EXPERT COMPANY 


Home Ofice JENKINTOWN, PA. Ogontz 3750 Send your order to— 


Chicago, Ul. Alexandria, Va. Rutherford, N. J. 
Randolph 7773 Alexandria 3581 Rutherford 2-7434 


Biginghamton 45314 Shepherd 119" New Castle 2285" PUBLIC UTILITIES 
Columbus, Ohio Baltimore, Md. Pittsburgh, Penna. 


Adams 5432 Plaza 7656 porns REPORTS 9 INC. 
1038 Munsey Bldg., Washington, D. C. 
LINE CLEARING 


SPRAGUE COMBINATION METER-REGULATOR 


LATEST ACHIEVEMENT 
IN 
GAS MEASUREMENT AND 
CONTROL. 




















For Manufactured, 
Natural and Butane Service 


Write for bulletin. 


THE SPRAGUE METER CO. 


Bridgeport, Conn. 
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—fouU CAN CUT DOOR 








ery 
‘ion 











e advantages pictured at right tell only a small part of 
e story of Kinnear Rolling Door economy. But they 
epresent important savings—in time and labor as well 
s in dollars and cents—that should be made in your 
lant. Check these features! 

. SAVINGS IN FLOOR AND WALL SPACE. Kinnear Rolling 
Doors open vertically, coiling compactly above the lintel. Even 


eiling space remains clear! Materials or equipment can be placed 
vithin a few inches of the doors at any point—inside or outside. 





A 
TT, 
. OPEN OUT OF WAY OF DAMAGE. By opening out of reach 
{ damage by wind, trucks or other causes, Kinnear Kolling Doors 
reatly reduce repair and maintenance costs! 


. PRACTICAL FOR LARGE OPENINGS. No matter how large the 
loorway, you get all the advantages of Kinnear’s smooth, easy, eco- 
homical, dependable operation. And size does not limit Kinnear’s 
emarkable durability! 


. DOORS FLEX UNDER BLOWS OR SHOCKS. The possibility of 
Hamage from sudden impact is reduced to the minimum in the 
Kinnear Rolling Door, because the rugged, all-steel, interlocking- 
lat construction results in flexibility! 


5. MORE EFFICIENT USE OF MOTOR OPERATION. The coiling, 
upward action of Kinnear Rolling Doors assures better, easier 
daptation to electric control—and greater economy in motor 
bperation. 











t will pay you to get complete information on these 
oney saving doors. They’re built in any size, to meet 
ny door requirement, in old or new buildings. Write 
oday for catalog. The Kinnear Mfg. Co., 2060-80 Fields 
Ave., Columbus, Ohio. 





ROLLING GRILLES 
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CHEVROLET TRUCKS 


MOST POWERFUL 
TRUCK ENGINES IN THE LOW-PRICE FIELD 


90- 93-HORSEPOWER 


HORSEPOWER (74 2 HEAVY DUTY 
STANDARD ou? “LOAD-MASTER” 


ENGINE por spas ‘ ENGINE 


(Optional at extra cost on 
Heavy Duty trucks) 


CHEVROLET MOTOR DIVISION, General Motors Sales Corporation, DETROIT, MICHIGAN 
OUT-PULL * OUT-VALUE * OUT-SELL 
60 MODELS - - - ON NINE LONGER WHEELBASES - - - A COMPLETE LINE FOR ALL LINES OF BUSINESS 
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—(RINVELL MULSIFYRE— 


Snuffs Out Oil Fires with 
of Water! 


ie set WHAT MULSIFYRE SPRAY 
LOOKS LIKE... 


A STUBBORN OIL FIRE... 


In generating plants, switch yards, sub- 
stations .. . wherever oil-filled apparatus or 
lubricating systems are employed... 
Grinnell Mulsifyre Systems now give per- 
manent, positive protection against oil fires. 
The instant the system is turned on, either 
manually or automatically, a driving spray 
of water strikes the oil... churns the surface 
into a non-flammable emulsion . . . smothers 
flames within a few seconds! The water 
soon separates itself from the oil as the 
emulsion breaks down. 


This simple, positive method of extin- 


FIRE OUT, WITHIN 5S SECONDS! 


guishing oil fires was developed and 
patented by Grinnell . . . and is incorporated 
in Mulsifyre Systems by means of a special 
discharge nozzle, the Grinnell Projector. 
Since its introduction, “Mulsifyre” has been 
accepted internationally by utilities and 
industries . . . and by the U. S. Navy for 
bilge-protection of oil-burning ships. 
Write for detailed information on 
“Mulsifyre” Systems and their applications. 
Grinnell Company, Inc., Executive Offices, 


Providence, Rhode Island. Branch offices 
in principal cities of U. S. and Canada. 


GRINNELL 


AUTOMATIC SPRINKLER FIRE PROTECTION 
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Re E conductor 
SUPPORTS axa FITTINGS 


Sometimes erroneously thought of as 
merely an incidental part of a substation 
network, conductor supports and fittings 
actually form an extremely important 
part of a system. A failure at any one 
support or joint is sometimes as costly 
to the system as the breakdown of a 
machine. R&IE carefully designed and 
properly made conductor equipment is 
the choice of many Utilities where con- 
tinuity of service is paramount. Tested 
designs, excellent quality materials, and 
care in manufacture, form the founda- 
tion for the production of R&IE conduc- 
tor supports and fittings. 














RAILWAY& INDUSTRIAL 


ENGINEERING CO. 
GREENSBURG, PA. 
Sales offices in principal cities 





SYSTEM 
HANDBOOK 


A complete man- 
ual of central 
station practice 


Editor-in-Chief 

CLARENCE H. 

SANDERSON 
Asst. Electrical Engineer, 
The New York Edison 
Co.; Fellow, American 
Institute of Electrical 
Engineers. 


Assisted by a Staff of 
Electrical Engineering 
Experts 











1131 pages, 5 x 8 
flexible 
illustrated 

$5.00 


Here is a complete 
guide to the design, 
operation and main- 
tenance of electric 
systems, covering 
every phase of the 
subject from the gen- 
eration of electricity 
to its distribution. 


Section Headings 


- Electrical Energy and 
Its Transmission 

. Auxiliary Electrical 

Equipment. 

. Switchboards 

Motors 

. Generating Stations 

. The Transmission Sys- 

tem 

Alternating Current 
Substations 

. Railway Substations 
Direct Current Substa- 

tions for Light and 
Power 

. Distribution 

. Protection of Electrical 
Apparatus, Circuits and 
Systems 

. Inspection and Main- 
tenance 
. Electrical 
Tables 

. Standard Definitions of 
Electrical Words and 
Terms 


~ 2 N aoMbw N 


Thorough; Practical 


The book answers 
the demand for a 
practical handbook 
which will tell the 
story of the electric 
system as a whole— 
beginning with the 
fundamentals of elec- 
tricity and generation and carrying on through 
transformation, transmission, power lines, de- 
sign, construction, operation, repair, inspection 
substations, etc. The text is written in the 
language of the everyday workman. Higher 
mathematics is entirely omitted and all tech- 
nical expressions are fully explained. 


Engineering 

















Send check, money-order or cash to 


PUBLIC UTILITIES FORTNIGHTL! 


MUNSEY BLDG., WASHINGTON, D. C. 
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SCORER ARS a Le - * = 
ograph Intercommunicating Equipment being used by Customer Contact Clerk in securing credit veri- 
fication from History records. Loud Speaking Equipment allows both hands of History Clerk free for 
handling necessary records while relaying information. 


IMPROVE YOUR 





CUSTOMER CONTACTS 


How rapidly can your Contact Clerks take 
care of service applications . . . bill ques- 
tions . . . complaints? 

How satisfactorily to your customer? ... Do 
your transactions pass the "peak load test"? 


Unless your Company has a perfect score on these questions you will 
want to know more about the Dictograph Customer Contact System. 


Specially designed Dictograph Intercommunicating Equipment for Con- 
tact Clerks provides instant entree to Credit, Meter Records, Service 
and Unit book information. Green and red signals bring back Credit 
approval or rejection,—swiftly ... silently! Loud speaking Dicto- 
graphs for Credit and Service Clerks permit use of both hands for 
record references, enabling personnel to check records speedily and 
accurately during peak periods. 





Existing record facilities can be linked up to centralized Customer Con- 
tact Clerks by means of Dictograph. Applications, Duplicate Bills, 
Comparative Readings, High Bill Complaints, Discounts, etc., can 
be efficiently and speedily handled. 

May we have our Special Utility Representative call to discuss your 

problem with you .... no obligation. 


DICTOGRAPH SALES CORPORATION 
580 Fifth Avenue, New York 





SEE 
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IF YOUR BUSINESS JUSTIFIES THE COST 01 
MECHANICAL ACCOUNTING | 


NEEDS THE 


EFFICIENCY OF 


WESTON’ S MACHINE POSTIN 
LEDGER ana INDEX 


Two papers made by Weston, the ledger 
paper specialists, expressly for machine 
bookkeeping card records and forms. 
Available through your printer, form sup- 
plier or distributor of Weston papers. 


Ledger 


For Forms. One-way grain direc- 
tion makes forms stand straight— 
special finish is smudge-proof, 
clean erasing — forms are easier 
to sort and file. Made in Buff, 
subs. 24, 28, 32 and 36; in Green, 
subs. 24 and 32; and in White, 
Blue and Pink, sub. 32. 50% cot- 


ton fibre content. 


Index 


For Cards. Its ledger finish pro- 
vides excellent writing, erasing 
and typing qualities. Tabs retain 
their snap. Made in Buff, White, 
Blue, Ecru, and Salmon in 180 M, 
220 M, 280 M and 340 M; in 
Green, Fawn, Cherry, Canary and 
Pink in 180 M and 220 M (basis 
254% x 30144). 50% cotton fibre 


content. 








regularly, write 








BYRON WESTON COMPANY, DALTON, MASS., 


DO YOU BUY PAPER? Then you should read Weston’s Papers, a publication 


packed with news and information of interest to paper buyers. To receive copies 


Dept. G 





—— 
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What to Do? 


OUR distribution engineer has always had 


” 


his “problem children,” too. But today, 
his load problems are tough ones—brought on 
by the present industrial expansion. He knows 
he will be faced with unusual demands. But, 
he doesn’t know how large these loads will be 
—where or when they will come—nor how 
long they will last. 


Fortunately, something has been done to 
prepare for today’s loads. New equipments 
and new methods have been developed— 
through the co-operative efforts of your 
engineers and ours—that now make it possible 
to serve these additional loads by adding 
standardized, factory-assembled equipment at 
the time and place the load occurs. 


General Electric has led in the development 
of this “off-the-shelf” equipment: unit sub- 
stations that provide quick and economical 
capacity where it is required; oil circuit 


breakers and reclosers for pole or platform 
mounting, to provide better continuity of 
supply where new loads change circuit con- 
ditions; pole-type capacitors to increase the 
load-carrying ability of present circuits and 
substations; pole-type voltage regulators for 
problems involving “spotty” loads; and many 
others. 

Equipment of this kind helps you to meet 
today’s emergencies quickly and econom- 
ically. It helps you to avoid over expansion 
by adding just the equipment needed to do 
the immediate job. And, because it looks to 
the future as well as the present, it reduces re- 
building to the minimum. 

By your purchases of General Electric equip- 
ment you encourage and make possible our 
continued co-operation with your engineers 
toward the solution of tomorrow’s problems. 
This is a sure way to further progress — for the 
industry—and for your company. 





GENERAL % ELECTRIC 
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‘“‘Here’s a line that never rests -- - 















works at full load every day” 


“‘We knew exactly what power load this line was 
going to carry. That let us determine the cost of 





energy losses and of fixed charges against conductors and 
supporting structures. A 605,000 c.m. A.C.S.R. conductor 
—30 Aluminum and 19 steel strands—showed the lowest 








annual cost of all conductors considered.” 

It isn’t always you can figure that closely. But you 
can count on A.C.S.R. conductors, strung according to 
A.C.S.R. engineering standards, giving you the best of 
service with the least maintenance. ALUMINUM ComPANY‘ 
or AMERICA, 2134 Gulf Building, Pittsburgh, Pennsylvania. 


No G 083 01; 
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There’s Buy Appeal 
In the Modern Design of 
NIAGARA 
GAS FURNACES 











T.. eye-appeal makes a buy appeal in Niagara Winter 


Air Conditioning and gravity units. Modern casing de- 





sign . . . concealed controls . . . copper chrome cast iron: 
or... Toncan iron heat exchangers . . . the choice of belt 
or direct drive blowers with two-speed control . . . the ex- 
clusive Niagara summer-winter switch . . . combine with 
high efficiency and low prices to give you a furnace appreci- 


ated by home owners and builders alike. 





Write for complete information 


The Forest City Foundries Company 
2500 West 27th Street Cleveland, Ohio 
Established in 1890 
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Robertshaw can always be 
depended upon to provide improvements 
which enable utilities and equipment 
dealers to prove to the consumer that the 
best cooking service is Robertshaw cook- 
ing service. 

Are your salesmen armed with this effi- 
cient sales manual? It's boosting earn- 


ings for thousands of salesmen every 
working day. Write for a copy—free. 
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How to solve the problems of 


ELECTRIC DISTRIBUTION 





This handy manual presents essential data, factors, 
tables and diagrams for practical application by all 
who are concerned with the planning, design, con- 
struction, operation, maintenance, inspection and 
supervision of the electric distribution system. 


ELECTRIC DISTRIBUTION 
' FUNDAMENTALS 


By Frank Sanford 


Distribution Engineer, Cincinnati Gas & Electric Co. 


242 pages, 156 illustrations 
15 tables, 1 chart, $2.50 


Covering the ABC of electric distribution—of both the 
utility distribution, and the industrial and inside wiring 
branches of service to the outlet—this book explains the 
everyday problems involved in distributing electrical 
energy anywhere between the major substations and the 
customers’ meters. 


COVERS ALL STEPS 


From a nonengineering viewpoint it discusses how the 
distribution system works; how it is planned, designed 
and constructed; how service and operating routine is 
handled; elementary principles of methods and equip- 
ment; basic factors of the electric circuit; methods of 
generation; selection, application and design of trans- 
formers; design of carrying lines; problems of main- 
taining current flow; mechanical principles and strength 
of materials; how distribution fits in economically with 
the electric supply sys- 

tem as a whole; ete. 


Step by step explana- 
tions cover voltage drop, 
wire size calculations, 
transformer connections, 
power factor improve- 
ment, inductive reac- 
tance, and similar prob- 
lems. 


EASILY 
UNDERSTOOD 


Practical design prob- 
lems are included with 
solutions based on dia- 
grams instead of diffi- 
cult mathematics. Nu- 
merous illustrations, di- 
agrams and tables will 
be found helpful for a 
quick and complete un- 
derstanding of the funda- 








TREATS: 


—design and construction 
—operation and service 

—methods and equipment 
—mechanics and materials 


THESE CROWDED 
CHAPTERS BRING YOU 
PRACTICAL, HELPFUL 

DATA 


Perspective of the Electric System 
Distribution to Serve the Load 
The Distribution Division 
Generation of Electricity 
Fundamentals of the Electric 
Circuit 
Inductance and Related Charac- 
teristics 
Tools for Electrical Problems 
Transformers 
Transformer Connections 
Voltage Control 
Current Interrupting 
Equipment 
Voltage Protection — 
Lightning—Grounding 
Street Lighting Circuits 
Mechanical _ Principles 
in Distribution 
Economic Principles in 
Distribution 
Measures of Service 











mentals, 


Send check, money-order or cash to 


PUBLIC UTILITIES 
FORTNIGHTLY 


MUNSEY BLDG. 
WASHINGTON, D. ©. 














AON FUACEIC AMA DANY MOANEIS OM IR WHEELBASES 


They've Got What It Takes to Cut Your Hauling Costs 


@ Of course you’re interested 
when we say, “Here are trucks 
that will lop off dollars of ex- 
pense for you.” But you’ll want 
to know why... and how! 


Well—first of all—they’re “Job- 
Rated.” Each is powered with 
the right one of six great truck 
engines, including the heavy- 
duty Diesel; each is engineered 
and “sized” throughout for top 


performance, maximum economy. 


The rest of the answer is some- 
thing that Dodge has been doing 
now for over a quarter of a 
century ... building dependable 
QUALITY motor transportation. 


Ask your Dodge dealer to tell 
you the whole money-saving 
story of Dodge Job-Rated trucks, 
and to show you the right truck 
to save money on YOUR job! 


DODGE DIVISION, CHRYSLER CORPORATION, DETROIT, MICHIGAN 





Sob -Railed, TRUCKS 


"fob Tealed! MEANS: A TRUCK TWAT FITS YOUR J 


SEE YOUR 





oD 
SEAL 









ne stage of your 


feedwater heating should | 
DEAERATING 


Follow this simple and fundamental rule and 
corrosion worries can be scratched off your list. 


You may need only one stage of feedwater 
heating, but that one stage should certainly be 
a deaerating heater. 


Larger plants and central stations can justify 
the refinements of several stages of feedwater 
heating. In this case, one stage of heating should 
be a deaerating heater. The extra cost of a 
deaerating heater over any other type of stage 
heater is so small that it is very cheap insurance 
against corrosion troubles. 


9570 


















Elliott engineers are expert in adapting th 
design of standard Elliott deaerating heaters an 
deaerators to the requirements of any condition 
of heat balance and space limitations. Problem 
of control and regulation are easily solved. 


If you will put your feedwater heating an 
deaerating problems up to Elliott, you'll get red 
help and constructive suggestions. What's more 
you can be assured that the performance o 
Elliott deaerating units will be excellent—heating 
right to the saturated temperature of the stea 
supplied to the unit, and oxygen removal tq 
eliminate corrosion troubles. 


COMPA 


Deaerator and Heater 
JEANNETTE, P 
District Offices in Principe! 





Elliott feedwater heaters ar 
for all three stages of feed 

ts heating in connection with 
a. % Vyo boiler and 7500-kw. turbin 


erator installation in this 


a 


Shown left to right ore th 
sq. ft. vertical low-pressure 
heater, the 73,480-Ib.-per’ 
aerating heater (which is 
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Sees, Lecene of Municipalities will hold convention, West Palm Beach, Fla., Dec. 


’ 





q American Transit Association, Bus Division, will hold New England regional 
conference, Boston, Mass., Dec. 5, 1940. 





q New England Transit Club will hold winter meeting, Boston, Mass., Dec. 5, 1940. 





4 National Industrial Council will hold session, New York, N. Y., Dec. 9, 10, 1940. 





{ National Association of Railroad and » aaa Commissioners will hold annual con- 
vention, Miami, Fla., Dec. 10-12, 





9 Ohio League of Municipalities opens meeting, Columbus, O., 1940. (Tentative.) 





q National Chemical Exposition, sponsored by re section, American Chemical 
Society, will be held, Chicago, Ill., Dec. 11-15, 0. 





4 American Transit Association, Bus Division, will hold Midwest regional conference, 
Kansas City, Mo., 1940. 





q hago Transit Association will hold winter meeting, Kansas City, Mo., Dec. et 
13, 1940. 





7 ingots Bankers Association of America will convene, Hollywood, Fla., Dec. 
9-13, 1940. 





DECEMBER > 





Y Society of Automotive ay will held annual meeting and engineering display, 
Detroit, Mich., Jan. 6-10, 





9 American Society of Mechanical Engineers oo meeting, New York, N. Y., 1940. 
4 Tax Policy League convenes, Chicago, IIl., 1940. 





9 Kentucky Independent Telephone Association convenes, Lexington, Ky., 1940. 














q American Eyetioete 4 Electrical Engineers will hold winter convention, Philadelphia, 
Pa., Jan. 27-31, 
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Private Power and Defense 


The utilities of the United States, says the author, 

are facing the biggest patriotic task that has con- 

fronted them since 1917, but are better prepared 
than ever to do their job. 


By ANDREW BARNES 


rT 3 UNITIONS industries, am- 

M munition dumps, and power 

plants were bombed and 

wrecked” —these words run like a re- 

frain through the military communi- 
ques of the second World War. 

Both the British and their German 
opponents rate the power station as 
vital to war and defense as factories ac- 
tively devoted to producing guns, air- 
planes, and explosives. The power plant 
a hundred miles behind the front lines 
has become a major military target, 
its destruction as vital to victory as the 
destruction of a powder factory. Utili- 
ties plants in both countries are taking 
terrific aerial poundings. 
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And while the Nazi Luftwaffe and 
the British Royal Air Force strive for 
knockout blows by destroying the 
sources of power vital to the manufac- 
ture of bombs, planes, and guns, here 
in the United States the private utili- 
ties companies are making a mighty 
contribution to the national defense 
effort. They are doing it quietly and 
without fanfare. 

America’s preparedness, in last 
analysis, simmers down to power— 
power to mine the ores, to weld and 
forge the armor plate, to mould the 
cannon and run the assembly lines for 
tanks, airplanes, tractors, to speed the 
looms for weaving materials for uni- 


NOV. 21, 1940 





PUBLIC UTILITIES FORTNIGHTLY 


forms, parachutes, and similar equip- 
ment, and to turn the wheels of 70,000 
factories bending every energy to pre- 
pare America for a fateful M-day— 
the day of mobilization for war. 

Too often the government official, 
and almost always the layman, is sus- 
ceptible to forgetting the contribution 
of this vital industry. Let us consider, 
for example, the part power plays in 
the manufacture of one bomber plane: 
What does the private utility con- 
tribute? 


a it requires for each 
plane 5 tons of aluminum from 
which the harder duraluminum can be 
produced for the frames, motors, and 
motor parts. Gano Dunn, power ex- 
pert for the National Defense Com- 
mission and an outstanding consulting 
engineer on power, estimated it would 
require from 10 to 12 kilowatt hours 
of electricity to produce a pound of 
aluminum. Figure this out for 5 tons 
of aluminum for each plane! 

Then multiply this by the 25,000 air- 
planes Uncle Sam wants for minimum 
defense within two years. Or multiply 
it by 50,000, the ultimate objective of 
the aircraft program. Ten thousand 
pounds of aluminum for each plane, 
10 kilowatt hours per pound, times 
25,000 or 50,000 planes. 

This is only simple arithmetic. It 
does not include the power required 
for welding, for stamping and drilling, 
for equipping and powering the thou- 
sand-odd industries contributing di- 
rectly or indirectly to the manufactur- 
ing process. 

Then translate these computations 
over into terms of a 2-ocean navy, 
equipment and armament for 1,300,- 
000 men—now you can see the truly 
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gigantic demands being made upon 
the power industry. 

Is it any wonder, then, that the Brit- 
ish and Germans strike so hard at this 
new military objective? 

Is it surprising, then, that the utili- 
ties of the United States are facing 
the biggest patriotic task that has con- 
fronted them since 1917? According 
to studies of the Federal Power Com- 
mission, according to the belief of na- 
tional defense officials, and according 
to every evidence, they are better pre- 
pared than ever before to do their job. 
There has been no single instance of 
government complaints that a utility 
company refused or demurred in sup- 
plying, to the limit of its capacity, 
every kilowatt of power required of it. 


HIS job of supplying power for 

national defense—despite the vast 
governmental outlays for the Tennes- 
see Valley Authority, for Bonneville, 
Grand Coulee, and other public power 
projects—rests almost entirely upon 
the private companies and their 3,000- 
odd plants. 

A glance at the production records 
of the Federal Power Commission con- 
firms this. During 1939 the privately 
owned electric utilities generated 115,- 
077,919,000 kilowatt hours of energy, 
or 88.3 per cent of all energy produced. 

Municipally owned utilities gener- 
ated 4.4 per cent of the total power out- 
put, or 5,688,235,000 kilowatt hours. 
Federal power projects supplied ap- 
proximately 5,300,000,000 kilowatt 
hours of energy. 

Thus it is easily determined that on 
the basis of production statistics, the 
job of supplying power for national 
defense preparations is 90 per cent the 
task of private companies. 
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America’s Preparedness for War 


6< F yain preparedness, in last analysis, sim- 
mers down to power—power to mine the 
ores, to weld and forge the armor plate, to mould the 
cannon and run the assembly lines for tanks, atr- 
planes, tractors, to speed the looms for weaving ma- 
terials for uniforms, parachutes, and similar equtp- 
ment, and to turn the wheels of 70,000 factories 
bending every energy to prepare America for a fateful 
M-day—the day of mobilization for war.” 





But this is not the full picture. Mere 
statistics alone are misleading and fail 
to show the full extent of the load 
borne by the private power plants. 

Look at a map and you will find that 
national defense industries are concen- 
trated mainly in the northeast and 
north central geographic regions— 
Michigan, New York, Massachusetts, 
Pennsylvania, Rhode Island, Dela- 
ware, and Ohio. 


en will also find that Federal power 
projects, coupled with flood con- 
trol and irrigation, are concentrated in 
other geographic areas where manu- 
factures vital to national defense are 
largely if not almost totally lacking. 
The public power system was laid 
out virtually without any relation what- 
ever to national defense production. 
Boulder dam in Nevada, TVA in the 
Southeast, Bonneville and Grand Cou- 
lee in the Northwest, Fort Peck in 
Montana, the Central valley project in 
California, the Big Thompson in Colo- 
tado, and a half-dozen other power 
projects in the Southwest—all can at 
best supply energy only for mining and 
operations secondarily related to de- 
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fense manufacturing on a large scale. 

On August 26th, President Roose- 
velt issued an executive order combin- 
ing the marketing of Bonneville and 
Grand Coulee power. The order was 
hailed in the press as another step in 
the national defense program. This, on 
the face of the facts, was erroneous. 
Other observers saw it as a political 
maneuver, timed to coincide with the 
acceptance speech of the Republican 
vice presidential nominee at Salem, 
Oregon, in the Bonneville-Grand Cou- 
lee region. 


— has installed equip- 
ment for 285,000 horsepower of 
energy. There is another 148,000 
horsepower on order. But, and this is 
important, its only current contract di- 
rectly related to national defense is 
with the Aluminum Company of 


America, for 65,000 kilowatts of 
energy. 

Grand Coulee has on order equip- 
ment to generate 478,000 horsepower 
of energy. But its first generating unit 
will not be in operation until probably 
a year from this date. Ultimately, there 


are to be generated 1,890,000 kilo- 
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watts the equivalent of 2,500,000 
horsepower. Currently, Grand Coulee’s 
contribution to national defense is nil, 
and will remain so for approximately 
two years. 

Fort Peck has on order equipment 
to produce 70,000 horsepower of en- 
ergy. 

Boulder dam, located far from any 
manufacturing center, is producing 1,- 
212,000 horsepower. 

The Tennessee Valley Authority 
asked and was given an additional 
$25,000,000 to start construction of a 
new dam on Holston river in Tennes- 
see, and for installation of additional 
generating equipment at Pickwick 
Landing and Wilson dams, along with 
construction of additional transmis- 
sion lines. The National Defense Com- 
mission found that TVA was unable 
to meet its power demands without 
additional facilities. The main plants 
of the Aluminum Company are served 
by TVA. Moreover, a number of chem- 
ical, metal, and explosives plants pro- 
ducing war materials draw on TVA 
power. 


pants for the Aluminum plants 
and the chemicals and explosives 
factories in the TVA region, and the 
Aluminum plant using Bonneville 
power, no defense industries of any 
vital importance are located near these 
and other smaller public power proj- 
ects. Consequently, the contribution of 
public power to national defense is 
dwarfed into insignificance by the per- 
formance of private utilities. 

The immense manufacturing cen- 
ters, the shipyards, airplane factories, 
munitions works, arsenals, steel and 
correlated industries are concentrated 
in those regions where the load falls 
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almost entirely on private companies, 

Moreover, were the public power de- 
velopments required to increase their 
current contribution to defense, two 
things would be necessary. First, the 
existing industrial plants would have 
to be moved, or new ones constructed 
at the sources of public power. Or, sec- 
ond, tens of millions of dollars needed 
for weapons would have to be spent 
in the construction of long trans- 
mission lines to industrial establish- 
ments. This would involve lengthy de- 
lays when, according to every defense 
strategist, speed is all important. It 
would involve losses of costly power in 
transmission over long distances. And 
it would take money from the purchase 
of actual war supplies. 


tain their discouraging experi- 
ences of the past seven years, 
occasioned by the administration’s un- 
friendly attitude toward private utili- 
ties companies, the utilities are codp- 
erating fully in the national defense 
effort. Where additional demands for 
power are made upon them, they are 
meeting these demands by intensifying 
their schedules of operations, by in- 
stallation of more generating equip- 
ment, and by every engineering device 
at their command. 

In addition, the utilities are spend- 
ing this year approximately $600,000, 
000 to expand their generating capac- 
ity by 1,500,000 kilowatts. The public- 
ly owned plants will spend about 
$120,000,000 to expand their output 
by some 600,000 kilowatts. The list of 
expansions is too long to repeat here. 
but there is hardly an important power 
company in America that is not et 
gaged in the construction of additional 
generating facilities. 
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PRIVATE POWER 


Moreover, the private companies 
have scheduled for completion after 
this year approximately 1,700,000 
kilowatts of production installations. 

These figures are based on a con- 
tinuing survey conducted by the Fed- 
eral Power Commission. 


[’ is worthy of note here that the 
expansion program undertaken by 
the utilities companies will cost ap- 
proximately three times the amount 
given President Roosevelt in a “blank 
check” by a generous Congress, to 
spend in financing the expansion and 
acceleration of the production of 
armor plate, arms, and such war equip- 
ment. As the defense program con- 
tinues and its requirements increase, 
the utilities companies can be expected 
tomeet every demand made upon them. 
At the outset of the national effort, 
their privately financed program com- 
pares quite favorably with the govern- 
ment’s cash outlay for similar expan- 
sions in other fields. The government 
is spreading its investment, through a 
provision for the amortization of the 
cost of defense construction, over a 
period of five years. 

There are other examples of less 
conspicuous but no less important co- 
operation with the government. Utili- 
ties serving national defense industries 
have been urged by a suddenly solici- 
tous government to take every precau- 
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AND DEFENSE 


tion against sabotage aimed, through 
them, at the production of war equip- 
ment. We are told that here, again, co- 
Operation has been gratifying. 

It is impossible to obtain an estimate 
of the financial cost involved in this 
phase of the utilities’ cooperation, but 
it is conceded to run into millions of 
dollars—wages for extra guards, em- 
ployment of additional inspectors and 
overseers, the expenses of a closer 
check on all employees, educational 
programs, and installation of safety 
devices and equipment. Several explo- 
sions have already occurred in muni- 
tions plants, costing many lives and 
destroying valuable industrial develop- 
ments. 

But there is as yet no instance where 
the steady flow of electrical energy into 
defense factories has been blocked or 
tampered with. 


HERE has been much government 

discussion of eliminating power 
bottlenecks, and the private utilities, 
after discussions with defense officials, 
undertook voluntarily in many cases to 
construct transmission lines linking 
utilities systems for a quick exchange 
of power in any emergency. The gov- 
ernment still has its modified grid sys- 
tem plan in the list of unfinished busi- 
ness. Currently, the plan provides for 
government construction of intercon- 
necting lines, and their rental to pri- 


uipment for 285,000 horse- 


“BONNEVILLE has installed eq 
power of energy. There is another 148,000 horsepower on 


order. But, and this is important, its only current contract 


directly related to national defense is with the Aluminum 
Company of America, for 32,500 kilowatts of energy. Nego- 


tations are proceeding for the 
watts to this company.” 
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sale of another 50,000 kilo- 
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vate companies. It may or may not be 
dusted off and sent to Congress with a 
request for the necessary appropria- 
tions to put it into operation. 

But here, again, there is evidence 
that the utilities companies, given 
proper government encouragement, 
will do all that is necessary and asked. 
Electric Bond and Share has begun an 
integration of its Idaho and Utah 
power systems at a cost of $2,500,000 
minimum. It is building 275 miles of 
line through five states, to establish the 
first grid system of the Northwest. The 
work will be completed by next Janu- 
ary. The same company is carrying out 
similar projects in Kansas and Arkan- 
sas, and in Florida and adjacent states. 


T HE facts cited here are only chosen 
as a part of the general utilities 
program, to show that this industry— 
for years the target of government at- 
tack and censure—is cooperating loyal. 
ly in the national emergency. 

It pays to state and national and local 
governments hundreds of millions of 
dollars of taxes annually, and asks no 
special favors. When Congress was 
working on the special defense taxes 
at this session, there were no utilities 
requests for preferred treatment. 

In the light of the history of the last 
seven years, there is a strong note of 
irony in private power’s contribution 
to national defense in the hour of 
America’s danger and America’s need. 





MONOPOLY: Threat to Freedom 


ee looks profitable to the first one who can do it. 
But if everybody does it, the result is permanent de- 
pression and a decreasing standard of living. And permanent 
depression means that millions of young men will be out of 
work for years at a stretch. Millions of older men will be out 
with no hope of getting back. They will all be tinder for the 
flame of dictatorship. 

“Now that the open frontier is gone, freedom depends on the 
chance for small business. That freedom is in danger of being 
eaten away by monopoly. Our government is again fighting to 
push back this enenry of liberty. ... You can do a far more vital 
service by understanding the centralization of private financial 
power that undermines liberty, and that plows the ground for 
the growth of dictatorship. Understand this disease, help us to 
find the cure, and help as far as it is in your power to apply the 
remedy to American business and American life.” 

—Paut V. McNutt, 
Federal Security Administrator. 
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Guinea Pig’s Nest 


Successful outcome of the New Deal’s non-Federal 
Nebraska irrigation and power experiment now 
predicted by the author. 


By GERALD MILLER 


HERE never was much wrong 
Tit Nebraska’s $65,000,000 

power and irrigation develop- 
ment except the romance; but that has 
caused more correspondence than a 
puppy-love affair. 

The New Deal’s great non-Federal 
experiment started back in 1933 when 
the five Middle Western districts be- 
gan to wangle huge loans and grants 
out of the Federal government, and 
then settled down to spend the money 
as they thought best. 

Nebraska needed irrigation more 
than anything else in the world, and it 
also needed hydro-generated power to 
assist in bringing down the cost of ir- 
tigation so that water could be supplied 
in an economical manner to the farm- 
ers who, for years, had been impover- 
ished by inadequate rainfall. But in 
the midst of attending to their needs, 
they demanded the right to run water 
uphill in the canals if they felt like it, 
put their relatives on the payrolls, and 
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reach deeper in the political grab bag 
if they felt that they could get away 
with it. 

The Federal government had stuck 
out its neck by making the loans and 
grants before any definite plans and 
specifications had been drawn up. In 
its efforts to put jobless men to work, 
the hypercautious Public Works Ad- 
ministration had stripped a gear for 
the sake of speed, and possibly national 
politics as far as Nebraska was 
concerned. All of which made for 
criticism of one sort or another. 

Such unseemly haste in the Nebras- 
ka situation, however, is not to be con- 
sidered too out of line with necessity. 
PWA had started out to consider the 
Nebraska applications with the great- 
est care. It had sent two disinterested 
engineers into the field to investigate. 
They reported the original applications 
to be impractical. Alterations were 
made as rapidly as possible. The proj- 
ects, as far as self-liquidation was con- 
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cerned, then became practical on paper, 
and loans and grants were made. 
Construction, once started, was su- 
pervised in the regular fashion adopted 
by PWA. Nebraskans were expected 
to furnish good plans, were to show 
one hundred cents of practical relief 
construction for every dollar expended. 


B” the Nebraskans had independ- 
ent ideas, Instead of employing 
engineers familiar with the freakish 
terrain of Nebraska to draw up the 
plans, they engaged easterners. Si- 
phons blew up and canals caved in. In 
some cases laterals were built deep and 
wide enough to float barges where they 
were supposed to allow only the irriga- 
tion of several hundred acres of sugar 
beets—of which the West has too 


many anyway. 
_ The principal idea was to catch the 
flood-waters of the Platte rivers— 


what is left after the U. S. Bureau of 
Reclamation had taken its water fur- 
ther up in the West—and to store it for 
irrigation in the Julys and Augusts 
which are so fatal to Nebraska’s corn 
and hay. 

In the first place, the Sutherland 
district planned to build a dam on the 
North Platte river to store the water, 
but the Federal government said that 
would be too expensive. Uncle Sam 
said it would be best to siphon water 
from the North Platte under the South 
Platte river, the Union Pacific main 
line tracks, U. S. Highway 30, and 
through a supply canal almost 60 miles 
long, to an artificial, inland reservoir 
capable of storing 175,000 acre-feet of 
water. Later the Tri-County district 
came along with a much more ambi- 
tious program, and actually obtained 
PWA finances to build an on-river 
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reservoir above the Sutherland dis. 
trict’s diversion points. This permis- 
sion, granted after the Sutherland 
reservoir was completed, obviated its 
necessity ! 


P= Sutherland, the first to obtain 
a PWA allotment, also suffered in 
other ways; but not so much at the 
hands of the Federal government. It 
was the one which started off matters 
by hiring eastern engineers to draw up 
their plans, and they were the experts 
who apparently failed to distinguish 
the geological idiocrasy of ogallala and 
brule formations. When engineering 
faults, resulting from such plans, be- 
came obvious, even expensive, poor 
Sutherland went into a dither. Because 
of PWA’s mistake in refusing them 
permission to erect an on-river reser- 
voir, then later permitting another dis- 
trict to do the same thing, Sutherland 
set the pace by starting to blame every- 
thing on “Federal interference.” That 
term became a sort of battle cry with 
all the districts from that day on. It 
was not relieved of its bitterness by the 
mistakes which followed when PWA’s 
bright young engineers leaped into the 
fore and began suggesting foolish 
changes in plans. 

And poor Uncle Sam was to blame 
in this only because his anxious young 
engineers were doing the best they 
knew how to correct errors for which 
they could not possibly be held respon- 
sible. It is unfortunate that they, too, 
might have committed errors; but 
whether they erred or not, it was Damn 
Uncle Sam for Everything! 

Uncle Sam was being taken for a 
buggy ride, and he failed to understand 
just why. Being a very benevolent old 
gentleman who was scattering his bil- 


718 





dis- 
rmis- 
tland 
d its 


btain 
ed in 
t the 
it. It 
tters 
W up 
perts 
ruish 
4 and 
ering 
, be- 
poor 
raise 
them 
eser- 
* dis- 
land 
very- 
That 
with 
n. It 
y the 
VA's 
0 the 
olish 


lame 
oung 
they 
rhich 
pon- 

too, 

but 
amn 


or a 
tand 
t old 
; bil- 


GUINEA PIG’S NEST 


lions around, it was hard for him to 
pay serious attention to such mutter- 
ings. However, PWA did send a com- 
mission to inquire into the trouble. 
This resulted in considerable additional 
newspaper notice of the situation and 
ended with the commission making 
several reports, none of which was 
made public. 


F apeereiea. the Middle Western de- 
velopment has often been called 
“The Little TVA,” it is nothing of the 
sort. The Tennessee valley develop- 
ment is federally financed from stem 
to stern, is administered by Federal 
officials who are backed by Federal 
policies laid down by Congress. 

The Nebraska projects were dia- 
metrical! in too many respects. They 
were financed by Federal loans and 
grants. The loans had to be properly 
secured by non-Federal bodies and 
eventually repaid from revenues raised 
by nonprofit - making methods. The 
grants could only be spent in precise 
fashions. Any alterations of specifica- 
tions once approved caused maddening 
delays which easily could be employed 
to the advantage of any opponents. 

These projects were sponsored 
neither by the Federal nor state gov- 
ernments. While subject to the control 
of state officials, an extraordinary 
handicap in any section of the nation, 
the borrowers were small groups of di- 
rectors who were elected by the citizens 


of a definitely drawn section of the 
state. Therefore, while a group of citi- 
ens around centrally located Hast- 
ings, Nebraska, for instance, might ob- 
ligate themselves to construct a $36,- 
000,000 project, and pay for it in a 
prescribed manner, their ability to rake 
up the revenues might be changed at 
any turn by a fatuitous unicameral 
legislature which could be controlled 
conveniently by the privately owned 
utilities from such far-away places as 
Omaha, Peru, or Scottsbluff, none of 
which was in a position to benefit di- 
rectly from irrigation profits. In other 
words, the merchants of Omaha might 
profit by the increased buying power 
of the eastern central Nebraska farm- 
ers under irrigation, but it must be 
remembered that since some of the op- 
erating costs for making irrigation 
possible at an economical rate must be 
realized from the sale of power, and 
since Omaha may be expected to buy 
some of that power at, say, a shade of 
a cent per kilowatt hour higher than its 
citizens were then paying, Omaha 
could conveniently become _ short- 
sighted and instruct its legislators to 
alter the operating code of the districts 
once the construction was completed. 


HERE was dynamite in the situa- 
tion. 

Its significance did not pass unno- 

ticed by those who might have reasons 

to oppose successful operations of the 


e 


Federal nor state governments. While subject to the control 


q “THESE [Nebraska] projects were sponsored neither by the 


of state officials, an extraordinary handicap in any section of 
the nation, the borrowers were small groups of directors who 
were elected by the citizens of a definitely drawn section of 
the state.” 
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districts, once the construction was 
completed. 

Add to the dramatic complications 
the fact that the Federal government 
must, under the law, employ all vigi- 
lance to insure that the loans would be 
repaid, come what may. Once there 
occurred a default in liquidation, re- 
ceivership might follow. . . . But, of 
course, default could not possibly occur 
until after the projects were completed. 

To amplify a statement made a para- 
graph before last, the Nebraska dis- 
tricts must sell their hydroelectricity 
at a definite figure, slightly above cost, 
in order to meet their obligations, the 
latter meaning a figure which not only 
covered the cost of generating power 
but also the deficit incurred in furnish- 
ing irrigation water. The latter may be 
only the matter of a fraction of a mill 
per kilowatt hour, but the very fact 
that it 1s more places a weapon in the 
hands of the enemy. In other words, 
the public, which pays little attention 
to details, can be alarmed over the fact 
that the districts must charge more for 
their electricity than it actually costs to 
generate although that more is only a 
fraction of a mill; and even at that the 
total is probably less than that figure 
appearing on the cost sheet of the pri- 
vate companies. 


B RUSHING aside all other considera- 
tions and getting down to cases, 
the citizens of Omaha or Lincoln or 
McCook, all of them at least a hun- 
dred miles away from the land to be 
irrigated, are given the proposition of 
buying their power from the districts. 
They need additional energy, of course, 
and must build more generating facili- 
ties to their local plants if they do not 
purchase from the districts. But those 
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manufacturers who would sell that ad. 
ditional machinery join hands with the 
private companies in a campaign 
which, in one way or another, circulates 
the information to the effect: “Why 
should Omaha help the farmers in a 
distant part of the state to obtain cheap 
irrigation? If we permit our city 
fathers to sign up to buy the districts’ 
power, every hour we burn an electric 
lamp we put money into the pockets of 
people living hundreds of miles away. 
Let’s keep our money at home!” 

The intelligent merchant of Omaha 
or Lincoln or McCook knows, of 
course, that the more money put into 
the pockets of farmers around Minden 
and Hastings and Kearney, the more 
merchandise would be bought in their 
stores, but he isn’t the ordinary citizen 
who worries more about his light bill 
than he does about his poker losses, 
The assurance that in the long run pub- 
lic ownership will bring lower rates 
does not impress him much because 
somebody is always promising him a 
break, but he never seems to get it. So 
he is perfectly willing to leave things 
as they are. 


li the informed, and there is no 
reason why anybody should not 
be informed, the cost of manufactur- 
ing a kilowatt hour of electricity is 
about the same whether it is generated 
by steam, oil, or water. The real cost 
comes in the distribution of that en- 
ergy. Retail rates, therefore, are based 
upon generating costs plus distribution 
costs plus capital costs. Private compa- 
nies are, at this moment in Nebraska, 
able to offer what appears to be a lower 
rate because they are not obligated to 
retire their bonded indebtedness. They 
can retail power on a generating-dis- 
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Middle Western Development 


¢¢ ALTHOUGH the Middle Western development has often been 

called ‘The Little TVA,’ it is nothing of the sort. The Ten- 

nessee valley development is federally financed from stem to stern, 

is administered by Federal officials who are backed by Federal policies 
laid down by Congress.” 





tribution cost plus administration cost 
plus interest and dividend basis. On 
the other hand, the public districts 
must pay their interests on indebted- 
ness and, at the same time, make sub- 
stantial retirements on indebtedness so 
that it will be cleaned up within thirty 
to forty years. No dividends are to be 
paid in this process. Therefore it stands 
to reason that as the years go by con- 
sumption rates must go down to abso- 
lute operating plus distribution plus 
administration cost within three or 
four decades. 

The indebtedness of the districts 
represented in bonds issued to the Fed- 
eral government for the construction 
of the projects is estimated to be $33,- 
024,000 (as of 1939). Interest and 
amortization based on uniform annual 
payments on these bonds will be $1,- 
816,000 annually. It is estimated that 
$600,000 annually will be necessary to 
operate the three principal projects 
when operated jointly on a codperative 
basis. This, added to interest and amor- 
tization, makes $2,416,000 necessary 


for revenues. Without considering any 
income from irrigation, the sale of 
500,000,000 kilowatt hours, less 10 
per cent for line losses, or 450,000,000 
kilowatt hours net at seven mills, will 
provide revenues of $3,150,000. 


N° comes a very, very speculative 
passage in the Nebraskan rhap- 
sody. Before the PWA allotments were 
made, the private companies quite 
readily approved of the districts’ plans 
in the belief that they could buy dump 
power at prices below what it would 
cost them to produce it. They even 
promised to buy as much of the power 
as the public plants would sell. When 
the day of reckoning arrived, however, 
they balked on the grounds that the 
rates which the districts must demand 
were too high. The private companies, 
in other words, said in substance that 
they were perfectly willing to buy 
hydro power at rates established on a 
nondebt-retiring basis, but on none 
other. Get that! The dictum was laid 
down as though it had just occurred to 
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the private companies, but it is obvious 
that the private companies had this 
bomb ready all the time. They were in 
the clear about it, because nobody con- 
nected with the districts had ever asked 
them about the details before! 

When the districts found it neces- 
sary to turn to the next best thing, and 
threatened to build competing distribu- 
tion systems such as TVA had planned, 
all hell broke loose. The private com- 
panies were prepared for them. By 
judiciously placing advertising in the 
newspapers and on the radios, cutting 
rates, treating municipal and state off- 
cials “courteously” over a long period 
of time prior to the launching of the 
districts’ threat, they had the road 
pretty well prepared. 

After several months when it be- 
came obvious to the districts that the 
construction of competing distribution 
systems would be too expensive an un- 
dertaking, the districts then fell upon 
the idea of buying out the private com- 
panies, and of taking over the power 
distribution facilities of the entire 
state. By this time not only had all hell 
broken loose, but the bottom had fallen 
out of those fiery regions in addition! 


ene that the Federal govern- 

ment, under the law adopted by 
Congress, had loaned and granted 
money only for the construction of the 
power generating and irrigation dis- 
tribution systems. No public money 
was available for operation of the sys- 
tems after their completion dates, nor 
was there any public money for the 
purchase of the private companies, nor 
for the long, bitter, and expensive bat- 
tle involving condemnation proceed- 
ings such as would be necessary even 
if the municipalities decided they 
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wanted to purchase their own systems, 
And, it suddenly developed, quite a few 
municipalities were more opposed to 
the districts owning their distribution 
systems and supplying them with elec- 
trical energy than they were to the pri- 
vate company ownership. 

Therefore, the only road left open 
to the districts was to go to New York 
city and attempt to borrow New York 
city capital to buy the very private util- 
ity holdings which New York city, in 
generally accepted theory, already 
owned! In the process, the Nebraskans 
also hoped to buy the holdings at ad- 
vantageous prices. They wanted the 
water, not in the stock to be purchased, 
but in their irrigation canals! In addi- 
tion, they planned at first to raise $33,- 
000,000 more to retire the Federal 
government debt. 

The situation was, after all, quite 
unique. New York city was being asked 
to loan money to buy itself out. In such 
a way it’ might escape taxation to con- 
tinue the Federal loans to Nebraska’s 
districts, but at the same time it must 
take a loss on its stock in the private 
companies affected in order to bring 
the price down to what Nebraskans 
obligingly called a “prudent invest- 
ment basis.” 


NN for the moment recall that the 
government allotments did not 
include funds for operation once the 
construction was completed. Without 
such revenues the districts would be 
forced to default on their bonds. This 
would mean that the Federal govern- 
ment could throw the projects into re- 
ceivership, and the receiver would 
necessarily be forced to get what he 
could out of the properties. Therefore, 
what was there to prevent the New 
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York city “slickers” from stringing 
the negotiations along until the dis- 
tricts defaulted? That would lead to 
receivership, possibly to a public sale— 
and for a few million the New York 
city bankers would be able to buy what 
they would have loved to have con- 
structed in the first place, and all at a 
very much reduced price, with Uncle 
Sam holding the bag and the good peo- 
ple of Nebraska losing their shirts. 
Representative utility heads deny 
most emphatically that they ever nour- 
ished such thoughts, but they likewise 
do not deny that they poured thousands 
of dollars into the state to make such 
a situation possible. They are reluctant 
to put it in just that way, which is a 
pity because it was such good strategy. 
They claim that the money was spent 
quite legitimately, which is true, to pro- 
tect their interests, which is obvious! 
With the discovery that the props 
under their defensive were cracking 
threateningly, it would be expected that 
the districts would gather their forces 
more tightly than ever for a common 
front to face the enemy. They tried to 
give this impression, but unfortunate- 
ly, in the traditional Nebraskan fash- 
ion, the districts divided themselves 
into camps and then subdivided the 
camps into cliques, and the first thing 
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they knew each one had a better plan 
than the other, and each was deter- 
mined to arrive at his individual vic- 
tory first. To have a common battle 
front with half a dozen commanding 
generals in charge seemed to be the cen- 
tral idea. Everybody was willing, in 
other words, to fight on a common bat- 
tle front providing all the soldiers 
obeyed all the commanding generals at 
once! 


ly was about at this moment that K. 
Sewell Wingfield, formerly assist- 
ant director of the power division of 
the Public Works Administration in 
Washington, arrived in Nebraska with 
the official title of chief PWA projects 
engineer. Ostensibly he was to super- 
vise the activities of some 30-odd engi- 
neer-inspectors who were charged with 
seeing that the money loaned and 
granted by the Federal government 
was being spent according to contract. 
As far as the public was concerned, it 
was none of his business what the dis- 
tricts were trying to do about pur- 
chasing the private power companies. 

Nothing, however, could have been 
farther from the truth. Wingfield was 
sent to Nebraska for the purpose of 
getting rid of the headache in the Fed- 
eral government’s experiment, one way 


knows ... that the more money put into the pockets of farm- 


q “THE intelligent merchant of Omaha or Lincoln or McCook 


ers around Minden and Hastings and Kearney, the more 


merchandise would be bought in their stores, but he isn’t the 
ordinary citizen who worries more about his light bill than 
he does about his poker losses . The assurance that in the 
long run public ownership will bring lower rates does not 
impress him much because somebody is always promising 
him a break, but he never seems to get it. So he ts perfectly 
willing to leave things as they are.” 
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or another, and as painlessly as possi- 
ble. The general public might have 
been given the impression that he was 
a mere impotent figurehead, but once 
he arrived there never was a develop- 
ment about which he was not thor- 
oughly informed, and it is extremely 
doubtful whether any appreciable prog- 
ress could have been made along any 
really practical lines had it not been for 
the unassuming Wingfield who grew 
to act, not as a Federal representative 
entirely, but eventually as a sort of a 
washer in the connection between the 
districts and the Federal government: 
a washer to keep too much misspent 
energy from leaking. 


HE first thing he did was to bear 
down on operations. He put con- 
struction on a definite schedule, and 
whammed heads together until dates 
were met; then turned to the districts. 


Having dealt with their problems 
for years while in Washington, he 
knew them by heart almost before 


they opened their mouths. They 
wanted to raise funds in the East to 
buy out the private power companies, 
and also to retire the debt to the Fed- 
eral Treasury. He forced Washington 
to give its blessing. When it became 
obvious that perhaps the private com- 
panies could be purchased if the dis- 
tricts could continue to owe the Fed- 
eral government, Wingfield again 
agreed to see what he could do. After 
some months of red tape wrestling, he 
talked his superiors into consenting to 
accept a deferred status for the Fed- 
eral holdings of bonds. In other words, 
the bonds given the Federal Treasury 
would take Class B position. But, above 
everything else, he emphasized that the 
districts must work together. 
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When the districts became more and 
more frightened over the specter of 
default, receivership, and other direful 
happenings, Wingfield suggested that 
they take stock of the situation and 
stop stewing around. The results were 
rather surprising. 

When Wingfield arrived in Nebras- 
ka only three of the generating plants 
were ready to operate. These had REA 
customers, were selling to at least one 
municipality, one sister power and ir- 
rigation district (the North Loup), 
and supplying every kilowatt hour of 
additional power to the third district 
for its construction. 

“But look here,” they said in sub- 
stance, “we’re only equipped to fur- 
nish power generated in our hydro 
plants. What if they break down? 
With no steam or Diesel standby, we’re 
in a ticklish position.” 


HERE was no secret that one or 

two of the plants had been closed 
down from time to time for repairs or 
for checking, sometimes singly, and on 
at least one occasion, two at a time; 
but there never was a time that the 
service suffered. 

“So what is the shouting about?” 
Wingfield asked. 

The real shouting was simply that 
construction work on the Tri-County 
project would soon be completed. This 
would bring into operation two more 
hydro-generating plants, and would 
also obviate the need for considerable 
of the power output. 

With Wingfield preaching away that 
in union there might be strength, and 
that bridges should be crossed when 
one gets there, and such other school- 
book opiates as he could think up, he 
worked out details in the central office 


724 





GUINEA PIG’S NEST 


in Washington so that the districts 
could form a common buying agency. 
This nonprofit-making organization, 
representing all three of the principal 
districts, was set up to “buy” power 
from the districts’ hydro plants at cost, 
and to distribute at cost. The common 
agency then broke down the more am- 
bitious statewide buying program, and 
set about to purchase private compa- 
nies which, for one reason or another, 
were most willing to capitulate. The 
plan is now working satisfactorily, 
which means that the New Deal’s great 
socialistic experiment has at last got 
its feet on the ground. 


. has suggested that the 
districts ask the state of Nebras- 
ka to give the authority so that they 
might reorganize into a common dis- 


trict with ability to act throughout the 
whole state. Such a body would be di- 
vorced of politics, or at least approxi- 
mately. 

With the REA customers, the grad- 
ually increasing number of municipal 
purchasers, and all the other consumer 
organizations putting their corporate 
signatures on the dotted line, the con- 
clusion of this story is still in the mak- 
ing. 

Sixty-odd million dollars were 
tossed onto the laboratory table by 
Uncle Sam and told to go to work on 
the problem of whether it was possible 
for groups of people to pull themselves 
out of the dust-heaps by their boot- 
straps. Divorced of hysteria, cupidity, 
politics, and unforeseen economic diffi- 
culties, there can be no doubt of the 
development’s success. 








In Time of War, Prepare for Peace 


cé I  Savireapiaoengeaies for war is not the only unpreparedness 
that may result in the destruction of a civilization. A 
civilization may be destroyed by unpreparedness for peace. 


“Tt is unpreparedness for peace, largely evidenced by the 
absence of any satisfactory peaceful means of settling disputes 
—by the absence of any satisfactory administration of justice 
—that in other countries has been causing many millions of 
people to choose to go to war—to choose to put aside civilized 
man’s method, and instead to use primitive man’s method of 
settling disputes—thereby threatening the destruction of their 
own civilization, and of the civilization of other millions of 
people.” 

—Cuar.es A. BEARDSLEY, 
Retiring president, American Bar Association. 
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The Air-mail Rates 


Practices governing compensation for air-mail 
service about to be revamped by the 
Civil Aeronautics Board. 


By T. N. SANDIFER 


oR the first time since promulga- 
tion of the Civil Aeronautics 


Act, practices governing the air- 
mail rates applicable to the nation’s 
commercial airlines are about to un- 
dergo a profound change. 

Chairman Harllee Branch, of the 
Civil Aeronautics Board, has called on 
all air carriers to send representatives 
to a conference with board members 
and their technical advisers, scheduled 
to begin December 2, 1940, to consider 
proposed changes in air-mail rate mak- 
ing. 

Hitherto all air-mail rate proceed- 
ings before the board (and prior to this 
agency, before the CAA) followed 
generally the practices in force prior to 
the advent of the Civil Aeronautics 
Act, except for unavoidable modifica- 
tions under the act, or incident to the 
rapid progress of air transportation 
generally. 

Now it is proposed, Chairman 
NOV. 21, 1946 


Branch revealed, to consider at such a 
conference ‘‘the possible advantages of 
fundamentally new methods, and to 
consider the advantages of the various 
alternatives that have been, or may be 
brought forward, in that connection.” 

Air mail is one of the three major 
sources of air transport company 
revenue, the other two being passen- 
gers and air express. The latter source 
is relatively insignificant up to the 
present. 

Air mail was, until comparative- 
ly recent years, the mainstay of the 
airlines in general. It has been a major 
factor in such developments as Pan 
American Airways, for example, as 
well as strictly domestic companies, and 
is today, in fact, a principal source of 
revenue for a number of companies in 
the United States. 

Broadly speaking, however, passen- 
ger business is today the most impor- 
tant and largest source of airline in- 


726 





THE AIR-MAIL RATES 


come, and will be the dominant factor 
of such income in future, from all 
prospects. The rates for air mail never 
recovered to any marked degree from 
the cuts enforced in 1934, and even be- 
fore the present conference was called, 
the outlook in this quarter was gener- 
ally uncertain. 


Y has been reported for some time 
that the mail pay of some of the 
more prosperous airlines was under 
scrutiny. There are at this writing 
about 15 applications, or proceedings, 
pending in regard to mail pay rates for 
various lines, and a majority of such 
rate cases pending may be said to have 
been initiated by the CAA or the Civil 
Aeronautics Board, its successor. Such 
action implies, though not necessarily 
portends, a downward revision usually. 

The searching nature of the pro- 
posed conference is indicated by some 
of the problems to be examined ; some 
of these questions follow, but it has 
been stated that others are anticipated 
to rise during the discussions. 


I. Should there be, as a fundamen- 
tal element in the system of air-mail 
compensation, a basic payment pro- 
portional to the volume of service per- 
formed (which presumably would be 
measured in pound-miles) in trans- 
porting the mail, and representing 
compensation for that service? If so, 
what should be the unit to which such 
a basic rate should apply ? Should such 
tate be fixed to produce compensation 
equal to the cost of transporting the 
mail by air, and, if not, to what should 
the rate be related, and what should 
such rate be? Should such a rate be 
uniform for air carriers as a whole, or 
vary with different classes of air car- 
riers? 


Under the latter phase of the first 
question, it was pointed out in explana- 
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tion, such a basic payment might in 
certain instances be sufficient in itself 
to constitute a fair and reasonable rate 
of compensation, while again, this 
would not be true in other cases and a 
supplemental compensation would have 
to be determined, in that event, to bring 
the payment total to a “fair and rea- 
sonable” level. 

Such a supplemental payment pre- 
sumably would be made on a per-mile 
basis, the rate per mile being governed 
by the need of the individual carrier. 

II. An appropriate basis upon which 
to determine the amount of actual or 
anticipated net income that should be 
allowed in fixing a fair and reasonable 
rate of compensation. 

III. Whether the board should de- 
termine the maximum number of 
schedules to be taken into account in 
fixing mail compensation, and how this 
determination would be made. 

IV. What basis should be adopted 
for determining allowances for operat- 
ing expenses and for nonmail reve- 
nues, in deciding what constitutes fair 
and reasonable rates. 


ee purpose of a payment, such as 
that mentioned under Question I, 
is obviously to put the transportation 
of air mail, as far as practicable, on a 
basis of purely commercial payment 
for service rendered, and to provide an 
automatic offset for the effect of in- 
creased mail loads in displacing other 
classes of traffic and thus diminishing 
revenue from these other sources. 
Some of the points which will re- 
ceive weight in considering these vari- 
ous matters, it has been indicated, will 
be the relationship of the proposed rate 
to the cost of operation per pound-mile 
of normally usable capacity; relation 
to the income to the Post Office per unit 
of service rendered in the transporta- 
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Air-mail Service 


CC AIR mail is one of the three major sources of air transport com- 

pany revenue, the other two being passengers and air ex- 
press. The latter source is relatively insignificant up to the present. 
Air mail was, until comparatively recent years, the mainstay of the 
airlines in general. It has been a major factor in such developments 
as Pan American Airways ... as well as strictly domestic companies, 
and 1s today, in fact, a principal source of revenue for a number of 

companies in the United States.” 





tion of air mail; relation to the so- 
called self-mailing rate, or that rate at 
which the loading of the air mails with 
extraneous matter could begin to show 
a profit to the carrier; and relation to 
the rates received for performing equal 
units of service in transporting other 
classes of traffic. 

In determining an appropriate basis 
on which to calculate actual or antici- 
pated net income to be allowed in fix- 
ing a fair and reasonable rate of com- 
pensation, a number of other consid- 
erations enter: Efficient operation of 
the line, involving reduced operating 
costs, energetic commercial promotion, 
and development of nonmail revenues, 
among other things; and the need of 
carriers to operate under such financial 
conditions as to maintain credit, and 
enjoy proper access to new capital as 
required. 
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B EFORE enumerating other phases of 

the approaching conference agen- 
da, some statement of operating con- 
ditions affecting the various lines is in 
order. Space does not permit analysis 
of problems of specific lines, but some 
general references are pertinent to the 
questions set forth for conference ac- 
tion. 

First, incident to war conditions and 
other factors, airlines have suffered 
some increase in operation costs. They 
are, at the same time, tending more 
and more to meet such costs from ex- 
panding business, and even leaning to 
some reduction in passenger fares. Ris- 
ing expenses have, in many cases, been 
offset by the increasing possibilities of 
year-round operation at capacity or 
near capacity, increased number of 
profitable routes, ability to buy larger 
planes, and other favorable conditions. 
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In the cases of some lines, their pas- 
senger traffic and, consequently, their 
revenue from this source have ex- 
panded almost automatically with in- 
creased facilities, so that a number of 
major lines have on order, or are in- 
stalling now, such improved equip- 
ment. 

On the other hand, certain smaller 
units, usually, are more dependent on 
the air-mail revenues, sometimes be- 
cause they cover sparsely settled areas 
from which passenger business is 
limited, or for other reasons. They 
face, at the same time, business man- 
agement problems of depreciation, ob- 
solescing equipment, need of aug- 
mented personnel because of more 
modern regulatory requirements, and 
other costs. All air transport compa- 
nies, generally speaking, have some- 
what limited financial resources in re- 
lation to equipment needs, which are 
costly items, and, in most cases, must 
seek outside financing to aid in main- 
taining modern equipment. 


[' short, there are complexities in 
consideration of any new rate-mak- 
ing practices, and these are well recog- 
nized by all concerned. How far they 
will govern remains for the conference 
to determine. 

Such a consideration, in view of the 
general conditions just cited, would be 
that of insuring airline operations on a 
sound financial basis, already men- 
tioned. Then there is the question as 
to whether different rates of return 
shall be applied to different air carriers, 
depending, for instance, on the efficien- 
cy of management demonstrated; or 
whether air carriers shall be classified 
for rate-making purposes. 

There has been suggested some pos- 
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sible decisions under these various 
headings that would fix anticipated 
net income in terms of invested capi- 
tal; or in terms of some operations 
characteristic, such as revenue-miles 
flown ; or some financial characteristic, 
such as the total of commercial reve- 
nues, inclusive, say, of nonmail reve- 
nues, plus basic mail pay proportioned 
to volume of mail traffic handled. Or 
some combination of these factors. 

There are varying refinements of 
these several possible solutions, which 
it is expected will be discussed thor- 
oughly, and perhaps incorporated, such 
as the maintenance of a fixed ratio be- 
tween anticipated net income and in- 
vested capital (fixed rate of return on 
investment ) ; maintenance of a rate of 
return on investment that would vary 
with the degree of independence of 
government support attained by the op- 
erator: for instance, the ratio of com- 
mercial revenue, including the basic 
pay for transporting mail, to the total 
operating cost. 


oc the heading, “Should the 
maximum number of schedules 
to be taken into account in fixing mail 
compensation, be determined by the 
board, and tf so, how decided?” one of 
the points to receive consideration, it 
has been indicated, is the need for a 
generally applicable rule for maintain- 
ing an equitable distribution, not nec- 
essarily an equal distribution, as be- 
tween competing carriers, of govern- 
ment - compensated schedules, either 
along the same route or along different 
routes between common terminals. 
Among the possible solutions of this 
question, it might be decided to leave 
to the discretion of the carrier the num- 
ber of schedules, with automatic pro- 
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q “|. . passenger business is today the most important and 


factor of such income in future, from all prospects. The 
rates for air mail never recovered to any marked degree from 
the cuts enforced in 1934, and even before the present con- 
ference was called, the outlook in this quarter was generally 


uncertain.” 
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vision for adjusting downward the 
unit payment of mail, compensation per 
mile flown, as the carrier stepped up 
the number of his schedules covered. 
Or, the number of government-com- 
pensated schedules might be fixed in 
terms of mail compensation per mile 
flown, in excess of the basic mail pay 
directly proportioned to the volume of 
mail traffic handled, so that where the 
required compensation per mile is low, 
the maximum number of schedules on 
which such compensation would be 
paid would automatically be increased, 
and vice versa. 

Another possible basis would be a 
variation of the number of govern- 
ment-compensated schedules in some 
relation to a characteristic such as aver- 
age load factor maintained, or average 
number of revenue passengers carried 
per airplane, or total number carried 
per day, along the route. 


F . \heeha alternatives might be the pay- 
ment of mail compensation on an 
equal number of schedules to each com- 
petitor in all such cases; or a variation 
of the number of schedules as between 
competitors, in relation to the volume 
of traffic handled ; so that where a pre- 
ponderance of the commercial traffic 
shows a preference for one competing 
carrier, that carrier may offer the 
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larger number of government-compen- 
sated schedules. 

There are still other variations in the 
offing, which doubtless will receive 
thorough discussion. In fact, the call 
to the airline companies indicated that 
the conference scarcely contemplated 
completing its work on the date men- 
tioned. 

There are, for another matter, equal- 
ly complex proposals to be considered 
in deciding how allowances for operat- 
ing expenses shall be determined in 
arriving at what constitutes a fair and 
reasonable rate. There is the recognized 
necessity of encouraging efficiency and 
economy of operation, and, froma Fed- 
eral standpoint, of maintaining some 
governmental check on uneconomical 
or inefficient methods or expenditures. 

There is the recognized desirability 
of encouraging, one way or another, 
exceptional economy or efficiency of 
operation, while, at the same time, 
there must be avoided any such em- 
phasis in this direction as to result in 
arbitrary curtailment of research, or 
technical advancement. 


N this connection, manufacturers, 
for one group, have devoted a 
steadily mounting proportion of their 
incomes to technical development. In 
the field of commercial airline opera- 
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tions there might be cited the work 
done by Pan American airlines in ex- 
tending services overseas, or of its 
competing service, in building up to a 
competitive position, in the case of 
American Export Airlines. There are 
other examples. 

The conference could, under present 
prospects and conditions, agree on 
some such formula as an assumption 
of normal operating cost varying uni- 
formly from 45 cents per mile for a 10- 
passenger airplane, to 65 cents per mile 
for a 21-passenger aircraft (using ar- 
bitrary amounts for illustration only), 
or determination of the mail rate for 
each monthly period after the operat- 
ing and financial report for that month 
was complete, taking into account 
actual costs and nonmail revenues as 


shown in the report (subject, of course, 
to final approval), or some combination 
of these two suggestions. 


W HAT the conference proposes, in 
short, is to determine in what 
fashion, and through what type of 
formal proceeding, the application of a 
new rate-making method to existing 
services will be accomplished, assum- 
ing that any change appears desirable, 
after the consideration of all these mat- 
ters. The government’s contribution 
to airline revenues, in mail payments, 
now averages around $400,000 per 
year, fluctuating up or down according 
to volume and, to some extent, changes 
made from time to time in the pay- 
ments to individual lines or over 
specific routes. 





The Frontier Spirit without Frontiers 


6¢ HE attitude of the pioneers toward the new homeland 
still is strong among us. We have seen. the hardwood for- 
ests dwindle to scattered wood-lots; the wildlife needlessly 
slaughtered. We have discovered and exhausted oil fields, dug 
and abandoned mines, used up or wasted mineral deposits. We 
know that once productive farm lands now are useless, that old 
fields are gullied, and that the top soil is gone from vast acre- 
ages. We are aware that floods have been made more numerous 
and destructive through mishandling of watersheds, and that 
sweet water has been poisoned by industrial and city wastes. 
“We have been and are aware of these things, but as yet they 
have not made forceful enough impressions to cause us to turn 
completely away from the methods of the pioneers. As a nation, 
we still pick our way along the Indian traces in our thinking 
about our resources.” 
—Joun C. Pace, 
Commissioner, Bureau of Reclamation. 
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Job Security — A Problem 
In Industrial Relations 


Methods by which a successful supervisor of civil service em- 

ployees gets results under difficult circumstances are, in the 

opinion of the author, of more and more interest to the em- 

ployers of labor in private business, as job security, he says, 

ts already an actuality in some industries, while in others tt 
is just around the corner. 


By ALFRED M. COOPER 


| , J HETHER or not the privately 
owned electric utility is more 
efficiently managed than the 
publicly owned organization, there is 
at least one important phase of per- 
sonnel management in which the pri- 
vate company can learn something by 
observing the methods employed in the 
publicly owned system. This has to do 
with getting results in supervising em- 
ployees who are secure in tenure of 
position. 

Job security has been an accepted 
fact among civil service employees for 
many years. This great innovation is 
only now coming into general practice 
in private industry. 

I have been employed under both 
types of utility ownership, public and 
private. Even though I prefer working 
for a private corporation, I neverthe- 
less am convinced that certain super- 
visors in a publicly owned utility can 
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teach certain supervisors in a private 
power company a lot about super- 
vision. 

This is not because the supervisor 
in, say, a municipal power bureau is 
smarter or more humane than his 
brother in the private company. His 
supervision is better simply because it 
must be better, if he is to remain a su- 
pervisor and get out even fair produc- 
tion. 

If security in tenure of position were 
a factor in supervision applying only 
to the supervisor of civil service em- 
ployees, there would be little need for 
the foreman or department head in a 
private power company giving the mat- 
ter any consideration at all. Unfor- 
tunately for a certain type of super- 
visor, however, every advance that in- 
dustry has made in personnel matters 
has brought job security a little closer 
to actuality. Even a bungling program 
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of “social security,” foisted upon in- 
dustry for political reasons, has not 
been sufficient to check industry’s 
progress toward this extremely worth- 
while objective. 


l’ some industries job security is al- 
ready an actuality. In others it is 
just around the corner. Every effort of 
the company’s personnel officer that 
has for its objective the reduction of 
labor turnover brings job security that 
much closer to universality of applica- 
tion. If near-zero labor turnover is a 
desirable condition, then absolute or 
nearly absolute security of tenure of 
the employee’s position also is desir- 
able, since the two mean the same 
thing. 

To many supervisors in private cor- 
porations, handling men who cannot be 
fired is going to be a rather shocking 
experience. Whether we care to admit 
it or not, it is nevertheless true that, 
until very recently, all industrial super- 
vision had for its basic motivation the 
employee’s fear of the loss of his job. 
Refinements in human-factor super- 
vision were primarily concerned with 
covering the mailed fist with a glove 
carrying thicker and yet thicker pad- 
ding. But the fist was still there, and 
the supervisor knew how to use it. 

In the final analysis, an employee 
heretofore has produced or been 
dropped from the payroll, the number 
of mistakes a subordinate was per- 
mitted to make depending entirely on 
the patience or the mood of the super- 
visor. It is only recently that manage- 
ment has begun to hold the supervisor 
himself responsible for the failure of 
any employee to do a proper day’s 
work. Under conditions of job security 
this practice will become standard. 
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HE civil service employee, Fed- 
eral, state, county, or city, works 
under conditions of nearly absolute job 
security. While it is theoretically pos- 
sible to secure his discharge for incom- 
petency, insubordination, or moral de- 
linquency, actually it is difficult, and 
often dangerous, for a supervisor to 
prefer charges against an erring sub- 
ordinate and attempt to make these 
charges stick. The danger arises from 
the fact that, after a few hearings of 
such a case before the Civil Service 
Commission, and perhaps a trial of the 
case in one or more courts of law, the 
supervisor may very well discover that 
his job, and not the employee’s, is the 
one finally at stake in the investigation. 
It is because of this difficulty in se- 
curing the discharge of a subordinate, 
and because promotion is so much a 
matter of seniority, that the supervisor 
of a group of civil service employees in 
a publicly owned utility has been forced 
to learn methods of supervision based 
on motivation other than fear. The 
technique which some of these men 
have developed for getting results un- 
der such conditions should be of par- 
ticular interest to the supervisor in a 
privately owned utility in which job se- 
curity is fast becoming an accepted 
tenet of personnel policy. 


.’ would not be fair to assume that 
all supervisors in a publicly owned 
utility are past masters at getting re- 
sults from subordinates without coer- 
cion. Some foremen and even execu- 
tives never learn this lesson, and as a 
result they are in hot water most of 
the time. 

Likewise, I do not want to give the 
impression that I consider the major- 
ity of supervisors in private industry 
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Job Security 


ae 7” some industries job security is already an actuality. In others it is 

just around the corner. Every effort of the company’s personnel 

officer that has for its objective the reduction of labor turnover brings job 

security that much closer to universality of application. If near-zero 

labor turnover ts a desirable condition, then absolute or nearly absolute 

security of tenure of the employee’s position also is desirable, since the 
two mean the same thing.” 





to be hard-boiled drivers of men. A 
great many of these supervisors have 
already learned how to get results from 
employees without depending upon 
even the implied threat of discharge. 
There is little question, however, but 
that there are still a considerable num- 
ber of supervisors in privately owned 
utilities who are going to change their 
methods of supervision materially 
when job security becomes general 
throughout the industry, or make way 
for those who are willing to learn the 
new technique in getting out produc- 
tion under such conditions. 

With this in mind, let us check the 
methods by which a successful super- 
visor of civil service employees gets re- 
sults under difficult circumstances. 


H™ is a typical case: You are a 

machine shop foreman. You have 
reporting to you an employee with the 
civil service rating of machinist’s help- 
er. He is thirty years old and has been 
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with the bureau for two years. He is 
inclined to be radical in his views; he 
is lazy; and he resents criticism. He 
much prefers discussing politics with 
his fellow workers to operating a lathe. 
He is a “lawyer” in that he knows ex- 
actly what his rights are under civil 
service. He has no hesitation in telling 
you that you can’t fire him. He is un- 
popular with his fellow workers. His 
production is far below normal. Your 
own superior has heard reports of this 
man’s activities and suggested that you 
straighten matters out as soon as pos- 
sible. How would you get this man to 
turn out a good day’s work? 

I can just hear the roar of some of 
the old-time foremen with whom | 
have sat in conference, if I had pro- 
pounded such a question as this to 
them: “I’d fire that guy so quick it'd 
make his head swim!” 

But you can’t fire him. And yet you 
are being held entirely responsible for 
his behavior. 
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The solution of this problem by the 
smart supervisor of a group of civil 
service employees begins several years 
before the problem arises. Now, all su- 
pervision in an industrial democracy is 
carried out more or less with the con- 
sent of those supervised. Even in pri- 
vate industry the supervisor of a de- 
partment must be acceptable to his 
subordinates, or he cannot get results. 


i where the employees have civil 
service protection, it is as though 
the supervisor were elected by popular 
vote to his position. Personal popular- 
ity is an indispensable attribute of such 
a supervisor. From the day of his ap- 
pointment, and no doubt for many 
years before that, this machine shop 
foreman has been laboring to secure 
the liking, as well as the respect, of 
those with whom he works. 

It is this personal popularity which 
gives this foreman his sole approach 
to the solution of the problem pre- 
sented by the recalcitrant subordinate. 
He cannot put any pressure on this 
man, but the employee’s fellow work- 
ers can put pressure on him—the same 
pressure of public opinion that keeps 
most of us from becoming unpleasant- 
ly antisocial. 

I have seen this treatment applied by 
such a working force many times in 
publicly owned utilities. I have never 
known it to fail. Wherever the man 
turns he suddenly discovers that he is 
persona non grata. No one has time 
to listen to his radical harangues. 
Hard-boiled coworkers tell him to 
“pipe down and get to work.” During 
the lunch hour everybody in the shop 
has business elsewhere when he shows 
up. He becomes something of a pariah, 
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and is avoided by even the lowliest ap- 
prentice. Within two weeks he actually 
goes to the foreman to complain about 
the sort of treatment he is getting from 
his fellows in the shop! 


HIS gives the foreman his first 

opportunity to go to work on the 
man. He may begin, somewhat cal- 
lously, by suggesting that, with the en- 
tire working force down on him, it 
may be best for the fellow to quit his 
job. The man really needs his job, and 
knows he may have trouble finding an- 
other one. Really concerned by now, 
the obstreperous employee is in a prop- 
er frame of mind to listen to criticism 
and suggestions for improvement in 
his work and general conduct about the 
shop from the supervisor. Without 
making any promises, the foreman has 
little difficulty in persuading the man 
to produce more and talk less. As the 
man’s work improves, the pressure of 
adverse opinion among his fellow 
workers lessens. 

If this solution of such a typical 
problem in supervision of civil service 
employees sounds weak to the super- 
visor in private industry, and utterly 
lacking in any element that will add 
to his prestige with his subordinates, I 
can only ask that he furnish a better 
solution. So far, this is the only one I 
have seen that really works when ap- 
plied to such a situation. 

Granting that there is considerable 
indirection in the handling of this case, 
it should be evident that the codpera- 
tion it presupposes between foreman 
and working force is excellent. No su- 
pervisor who was not personally popu- 
lar with his men could get such codp- 
eration. That is why I say that many 
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works under conditions of nearly absolute job security. 


q “THE civil service employee, Federal, state, county, or city, 


While it ts theoretically possible to secure his discharge for 
incompetency, insubordination, or moral delinquency, actual- 
ly it is difficult, and often dangerous, for a supervisor to 
prefer charges against an erring subordinate and attempt to 


make these charges stick.” 


e 


supervisors in privately owned electric 
utilities are going to have to change 
their ways when job security is an ac- 
cepted part of the personnel policy of 
their company. 


I BELIEVE that the average supervisor 

in private industry puts more em- 
phasis on securing the respect of his 
subordinates than upon securing their 
liking. The forceful reprimand, for 
example, has always been an important 
part of this supervisor’s equipment in 
getting results. 

Well, forceful reprimanding is sim- 
ply out of the question when you are 
handling civil service employees. No 
supervisor can indulge in this practice 
and retain the codperation of these peo- 
ple. And cooperation is almost the only 
thing this supervisor can depend upon 
to get results. I have seen an entire di- 
vision, made up of hundreds of office 
workers, lie down flat on the job be- 
cause the employees felt that the divi- 
sion head was trying to make a show- 
ing by not hiring enough people to do 
the work during a rush period. And 
Mahatma Gandhi could take lessons 
from these gentle folk in instituting, 
on occasion, a campaign of passive re- 
sistance to constituted authority. 

When any supervisor makes his big- 
gest play for the liking rather than the 
respect of his subordinates, he is going 
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to have to work a lot harder to get re- 
sults. He cannot afford to make any 
enemies in his department at all. In 
many ways his position is comparable 
to that of a politician running for of- 
fice. To all intents and purposes he has 
been “elected” supervisor, and he must 
be “‘reélected” each year or so. 

He must handle all supervisory cases 
with kid gloves. Expediency governs 
most of his decisions. Rarely can he 
indulge himself in the satisfaction of 
“dressing down” an erring subordi- 
nate, no matter how flagrant the em- 
ployee’s shortcomings may be. His 
great dependence, at all times, must be 
placed in his personal popularity. 


HE efficient supervisor in private 

industry will say that supervision 
of that type is weak and cannot get 
efficient results. I agree with him, par- 
ticularly in cases where the working 
force has become accustomed, through 
the years, to a sterner type of super- 
vision. It is merely a question of 
whether such social advances as job 
security are worth at least a temporary 
reduction in efficiency. 

As in all true social reform, there 
must be a certain amount of educa- 
tional work done before any group of 
industrial employees can function 
properly under a condition of absolute 
job security. Eventually, the great 
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benefit of this innovation to the indi- 
vidual would make him eager to co- 
operate with management in making it 
work. It is equally certain that, at first, 
asmall minority of the working force 
would take advantage of the new policy 
to make things tough for the super- 
visor. 

One thing is sure—and this will be 
no surprise to any supervisor, any- 
where—no matter when or how job 
security becomes an established fact, it 
will make the supervisor’s task a hard- 
er one. But this is only the history of 
all social advances in industry. Every 


one of these—safety, welfare, shorter 
hours, improvements of every kind in 
working conditions, extracurricular 
employee activities—has made the su- 
pervisor’s job a little harder, and added 
a few more gray hairs to his head. As 
each innovation appears, the supervisor 
grumbles a bit at this newest addition 
to his already heavy burden of respon- 
sibility, then sets to work to find 
ways and means of making the new 
idea work in practice. 

It will be the same when security of 
tenure of position for all workers be- 
comes universal in application. 





Natural Gas Not Poisonous 


Be: - suggestions made in the October 10th issue of PUBLIC 
UtiLitigs FortNIGHTLY (page 534) that odors are added 
to natural gas as a warning of its presence in order to prevent 
asphyxiation does not square with experiments which establish the 
nonpoisonous nature of natural gas. Our organization had some 
interesting tests made at Emory University by the head of the De- 
partment of Bio-Chemistry. These tests showed conclusively that 
natural gas is not an asphyxiating agent. 

Rats were placed in a confined box where the proportion of air 
was reduced and natural gas increased. Normal healthy life was 
still sustained when natural gas reached 93 per cent of the total 
volume in the box. Indeed the principal effect of this atmosphere 
on the rats seemed to be that they multiplied faster. We exhibited 
this experiment as a display feature during the celebration of the 
tenth anniversary of natural gas in Atlanta, Georgia, which was 
witnessed by thousands of people. During the exhibit the rats lived 
for seven days in the closed box with a continuous flow of natural 
gas twenty-four hours a day in sufficient quantity to bring the oxy- 
gen content down from a normal of 20 per cent to slightly more 
than 7 per cent and to hold it at that figure. No ill effects were 
observed. 

—H. Cart Wo r, 
President, Atlanta Gas Light Company. 
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Wire and Wireless 
Communication 


 sespreea cannot be stayed at the call 
of decadence, the Arkansas Supreme 
Court said on October 28th in ruling that 
a modern rural electric codperative is not 
liable for damages when its power facili- 
ties interfere with an outmoded tele- 
phone system. 

The opinion, written by Chief Justice 
Griffin Smith, reversed a Washington 
Circuit Court judgment awarding $100 
damages against the Ozarks Rural Elec- 
tric Cooperative Corporation to Sam 
Oliphant and Joe Gilliand, operators of a 
9-mile rural telephone system. 

The telephone line is of the so-called 
“grounded” type of construction where- 
in one wire is used. Because the circuit 
is not metallic, the system is peculiarly 
sensitive to interference. The owners 
charged that the codperative’s 7,200-volt 
power lines interfered with the parallel 
telephone system, causing a buzzing 
sound which made telephonic conversa- 
tion difficult. 

“The undisputed facts are that the 
telephone system is outmoded and that 
if it were modernized, interference 
would not occur,” the opinion said. 

Warning the telephone line owners 
they should use “scientific construction” 
or take the consequences, the court point- 
ed out that both the telephone and elec- 
tric companies have a right to the use of 
the highway, and that each is within the 
law in so far as physical construction is 
concerned. 

The opinion stated: 

No actual negligence having been shown 
in the case at bar, it follows that if recovery 
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lies it must be predicated upon appellee's 
[the telephone company] assumed right to 
operate an antiquated telephone system with- 
out being subject to the necessary incon- 
venience caused by phenomena attending op- 
eration of a modernly constructed electric 
system. 

No such superior right exists. Public 
convenience and necessity take precedence. 
It is obligatory upon owners of telephone 
lines situated as appellee’s are to make use 
of reasonably available scientific construc- 
tion before invoking the aid of courts for 
relief from the normal incidents of rural 
electrification. 


ee chief justice, demonstrating the 
wide scope of information required 
on the supreme court bench, delved into 
Deiser’s Law of Conflicting Uses of 
Electricity and Electrolysis to prove his 
point. 

He came up with the quotation which 
follows: 

Any telephone apparatus capable of be- 
ing disturbed to any marked extent by in- 
duction must be classified as defective, so 
long as there exist insulating or isolating 
devices, such as the complete metallic cir- 
cuit, or the noninductive circuit, that would 
protect the telephone or telegraph lines. 


The term “induction” describes elec- 
trical interference by the flow of current 
from one wire to another without actual 
contact. : 

J. E. Flanders, state utilities commis- 
sion engineer, said metallizing of the 
telephone lines at a cost of $35 to $50 a 
mile would correct the humming and 
buzzing sound. Oliphant et al. v. Ozarks 
Rural Electric Coéperative Corp. Ar- 
kansas Supreme Court, October 28, 1940. 


738 





allee’s 
ht to 
with- 
ncon- 
8 Op- 
ectric 
‘ublic 
lence, 
hone 
e use 
truc- 
s for 
rural 


+ the 
ired 
into 
; of 
» his 


hich 


-be- 
y in- 
>, $0 
ting 
cir- 
ould 


lec- 
rent 
tual 


nis- 
the 
0 a 
and 
urks 
Ar- 
40), 


WIRE AND WIRELESS COMMUNICATION 


HE Pacific Telephone & Telegraph 
B peckeo will oppose the $1,053,535 
rate cut ordered by the Washington De- 
partment of Public Service, according to 
a recent statement of the vice president 
and general manager of the company. 
The order was entered following the 
Washington board’s refusal last July to 
grant the company’s request for a $2,- 
(00,000 statewide rate increase. The 
board also refused a request of the com- 
pany to extend “metered” service for 
business telephone subscribers in Seat- 
tle, Tacoma, and Spokane, although al- 
lowing the continuance of existing op- 
tional metered service. It granted the 
telephone company permission, however, 
to pass on to ratepayers in seven com- 
munities a city occupational tax on the 
company. The board’s order pointed out 
a way for the telephone company to in- 
crease intrastate rates by $272,563 in 
some classifications. The company’s 
overall allowable return was reduced 
from 7 per cent to 5 per cent. 

The Washington board, by a vote of 
2 to 1, also required that the company’s 
pension system should be paid out of 
profits instead of operating expenses. 
Don Abel, head of the board, who dif- 
fered with his colleagues on the point, 
informally expressed his belief that the 
pension plan might be approved as a reg- 
ular operating expense if the plan were 
revised by the company. 

This Washington telephone rate case, 
which stirred considerable attention by 
reason of a special investigation directed 
by the legislature, received some degree 
of collaboration from the Federal Com- 
munications Commission. 


* * * xX 


Ms than 27,000,000 persons are 
Yembraced in the 110,000 square 
miles of potential service areas of the 15 
“frequency modulation” broadcast sta- 
tions initially authorized by the Federal 
Communications Commission to go on a 
full commercial basis as soon as prac- 
ticable. 

Varied geographic regions—from New 
England to the Pacific coast and from the 
Great Lakes to the Gulf—are represented 


by the 10 states first slated to be able to 
listen to this newest type of broadcast. 

Subject to certain engineering re- 
quirements, the following cities are to be 
the first to receive FM commercial 
broadcasting service: New York (3 sta- 
tions) ; Chicago; Detroit; Los Angeles; 
Milwaukee; Salt Lake City; Columbus, 
Ohio; Baton Rouge, Louisiana; Sche- 
nectady; Lvansville, Indiana; Mt. 
Washington, New Hampshire; Bing- 
hamton, New York. 

Some of these stations have been op- 
erating experimentally and hope to start 
commercial operation almost imme- 
diately ; the rest have construction work 
to do before going on the air. 

Thirty-six additional applications are 
awaiting early action, the result of a 
rush of requests for high frequency 
broadcast facilities since the commission, 
last May, paved the way for FM com- 
mercialization. 

Meanwhile, the commission is investi- 
gating the possibility of assigning identi- 
fying call letters to FM stations to dis- 
tinguish them from standard broadcast 
stations. 

Under commission rules and regula- 
tions, FM stations are available to every 
community. They are not subject to the 
same interference as standard broadcast 
stations and, therefore, can operate on 
the same channel with less mileage sep- 
aration. However, FM stations serving 
the same area are not assigned adjacent 
channels. As many as a dozen or more 
different FM stations using alternate 
channels may operate in a large metro- 
politan area. 

These high frequency broadcast sta- 
tions are authorized to serve a specified 
area in square miles. Service area is 
comparable in places where one or more 
such stations may be located. To ob- 
viate possible monopoly, and to encour- 
age local initiative, no person or group 
is permitted to control more than one 
FM station in the same area, and not 
more than six in the country as a whole. 


NX the outset, the commission is re- 
quiring a daily (except Sunday) 
minimum operating schedule for FM 
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stations of at least three hours during the 
day and three hours at night. To dem- 
onstrate the capabilities of the new 
service, one hour a day at least must be 
devoted to programs not duplicated 
simultaneously in the same area, which 
means programs distinct from standard 
broadcast. Otherwise, FM operation is 
governed largely by standard broadcast 
rules. 

FM (frequency modulation) will not 
interfere with standard broadcast (am- 
plitude modulation). The two types of 
service are on different bands—AM in 
the lower part of the spectrum (550 to 
1,600 kilocycles), and FM in the higher 
frequencies (43,000 to 50,000 kilo- 
cycles). Introduction of FM does not 
make standard broadcast obsolete. FM 
has a more limited range and the rural 
areas particularly must continue to de- 
pend upon AM for years to come. 

Because of their different positions in 
the spectrum, FM cannot be received on 
standard broadcast receivers and vice 
versa. That is why certain manufac- 
turers are making separate FM sets or a 
combination of the two. Besides being 
claimed staticless, FM offers more tone 
range than standard broadcast and has 
particular appeal to listeners who like 
fidelity of sound, such as in musical 
broadcasts. It also opens up new broad- 
cast facilities to augment the congested 
standard broadcast band. 


* * *K * 


eo transmission, which was 
suspended about three months ago 
by the National Broadcasting Company 
as a result of an order of the Federal 
Communications Commission, will be 
resumed soon, it was disclosed recently. 
Operation of NBC’s television station 


was terminated in order to make 
changes required by the new assignment 
of television frequencies by the commis- 
sion. Coming as it did when the Radio 
Corporation of America and its subsid- 
iary, NBC, had just embarked on a com- 
prehensive program looking toward the 
introduction of commercial television, 
the FCC’s edict caused considerable dis- 
sension in television circles. 
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The new test images over NBC’s tele. 
vision transmitter will be in 441 scap. 
ning lines with transmission at the rate 
of 30 complete images a second, pending 
final conclusions of the National Teleyj.- 
sion Systems Committee. The commit. 
tee, which is studying all phases of the 
technical standards to be used, has indj- 
cated its intention of completing delib. 
erations and submitting its recommenda- 
tions on television standards to the FCC 
by January 1, 1941. 


* *K * * 


N estimated saving of $850,000 a 
year to the telephone users of in- 
terstate message toll service in the New 
York-New Jersey area, effective Decem- 
ber 1, 1940, is indicated in revised rate 
schedules filed with the Federal Com- 
munications Commission on October 
30th by the New York Telephone Com- 
pany and the New Jersey Bell Telephone 
Company. The new tariffs reduce the 
charges for interstate message toll tele. 
phone service between points located in 
New York, in and around New York 
city, and points in certain counties in 
New Jersey. 


* * * * 


HE telephone rates in the Duluth, 

Minnesota, metropolitan area were 
reduced last month by order of the Min- 
nesota Railroad and Warehouse Com- 
mission with a saving of $67,800 a year 
for telephone users. The new rates were 
effective November 10th. 

Basic rates on all residence tele- 
phones were slashed; penalties for non- 
payment of bills on time were cut in 
half; and charges for hand-sets or 
“French phones” were eliminated under 
the order. Telephone company officials 
said the Duluth slash would place rates 
there on a level with those in the St. 
Paul and Minneapolis metropolitan 
areas. 

The Duluth order followed an investi 
gation launched on the commission’s 
own motion and was signed by Chair- 
man Munn, Hjalmar Petersen, and 
Frank W. Mattson. 4 

Of the $67,800 annual saving in 
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Duluth, $52,000 would be from rate de- 
creases on residence telephones. Addi- 
tional saving of $8,000 would be reflected 
in the reduction of the penalty rate from 
50 cents to 25 cents, and the remaining 
$7,800 saving would come from elimi- 
nation of hand-set billing. 


* * * X 


SSISTANCE of United States Attorney 
A General Robert H. Jackson and 
the Federal Communications Commis- 
sion in the fight for lower telephone rates 
in St. Paul, Minnesota, was asked re- 
cently by the city. Corporation Counsel 
Harry W. Oehler asked Jackson and 
Paul Walker, in charge of the commis- 
sion’s telephone division, to adopt the 
city’s position in seeking a United States 
Supreme Court reversal of the Minne- 
sota Supreme Court’s upholding of the 
much-controverted May 2, 1939, “com- 
promise” rate order as applied to the St. 
Paul metropolitan area. 

Oehler announced that the city’s peti- 
tion for a United States Supreme Court 
review of the case would be filed. The 


pleadings were prepared by him and 
Louis P. Sheahan, first assistant corpora- 
tion counsel, who had been engaged in 
the case throughout its long history. 


* * * * 


REVISED uniform system of accounts 
for wire-telegraph and ocean-cable 
carriers was adopted on October 29th by 
the Federal Communications Commis- 
sion, to go into effect January 1, 1942. 

Giving recognition to changes of op- 
eration in that industry and to the 
progress of accounting generally, the new 
system supplants the one made effective 
by the Interstate Commerce Commission 
in 1914, which has been found imprac- 
tical of application to many present-day 
operations. 

The variations from the old system 
are generally recognized as warranted by 
the carriers and by the National Associa- 
tion of Railroad and Utilities Commis- 
sioners, which is representative of state 
public utility bodies. They are funda- 
mentally the same as those contained in 
the system of accounts prescribed by the 
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commission for telephone and radio- 
telegraph carriers. The prescribed sys- 
tem is the result of studies initiated by 
the former telegraph division of the 
commission and thereafter developed by 
the accounting, statistical, and tariff de- 
partment. It conforms to government 
accounting principles. 


* * « * 


N™ telephone line construction rep- 
resenting an expenditure of 
nearly $3,000,000 was authorized on Oc- 
tober 31st by the Federal Communica- 
tions Commission. The Pacific Tele- 
phone and Telegraph Company was per- 
mitted to supplement existing facilities 
between Redding and Weed, California 
(73 miles), at an estimated cost of $1,- 
344,100, of which amount $461,500 will 
be spent for carrier and associated 
equipment. 

The same company will also supple- 
ment connections between Sacramento 
and Stockton (about 47 miles), in the 
same state, at a cost of $672,600. 

The American Telephone and Tele- 
graph Company and the [Illinois Bell 
Telephone Company will improve exist- 
ing facilities between Wyanet and 
Springfield, Illinois (114 miles), at an 
estimated cost of $943,000, of which 
amount $685,000 will be borne by the 
former. 


* * * * 


oe report of the American Tele- 
phone and Telegraph Company 
and its principal operating subsidiaries 
for the twelve months ended on August 
31st, made public last month by Walter 
S. Gifford, president, showed a consoli- 
dated net income of $204,093,251 after 
all expenses and charges. This was 
equal to $10.92 each on the company’s 
18,686,794 shares of capital stock out- 
standing and compared with a net of 
$176,137,907, or $9.43 a capital share, 
for the twelve months ended on August 
31, 1939. 

Gross operating revenues of the Bell 
system for the twelve months were $1,- 
149,226,167, compared with $1,087,596,- 
161 in the preceding period. 
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Financial News 


New Financing Suffers Setback 


HILE there is an immense amount 

of utility refunding possible under 
present bond market conditions, only a 
few offerings are currently planned, and 
at the moment there are no important 
issues in registration. This may be due 
in part to election considerations—or, on 
the other hand, to a recurrence of diffi- 
culties which underwriters have incurred 
in putting out recent issues. Two impor- 
tant offerings, the Columbus & Southern 
Ohio 3}s and the San Antonio Public 
Service 34s, were delayed by a revival 
of the “arm’s-length” bargaining issue 
by the SEC; the San Antonio issue also 
suffered from a last-minute competitive 
bid from Cleveland—a previous source 
of trouble in this respect—which re- 
quired a quick reshuffling of the under- 
writing terms and drastic reduction of 
profits. (The SEC recently announced 
that a branch registration office would 
be opened in that city—rather than, as 
might otherwise be expected, in Chicago 
or New York.) 

More recently the $6,500,000 El Paso 
Electric offering was indefinitely de- 
ferred owing to delays imposed by the 
SEC. The offering had been registered 
October 11th, and was coupled with a 
merger between the Texas operating 
company and the Delaware holding com- 
pany of the same name, as a step in cor- 
porate simplification of the Engineers 
Public Service system. The issue was 
planned for offering on the twentieth day 
after registration but on the eighteenth 
day the SEC started hearings on Utility 
Act phases of the financing. Stone & 
Webster & Blodget, in an effort to 
avoid difficulty under the “arm’s-length” 
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and 
Comment 


By OWEN ELY 


bargaining question, reduced its partic. 
pation in the underwriting to 5 per cent 
and waived management fees, instead o 
placing the management fee in escrow, 
The El Paso Company obtained FPC 
clearance for its financing, conditional on 
certain accounting requirements to be 
undertaken after completion of the re 
funding. But the SEC raised the ques. 
tion of an adequate ratio of equity capi- 
tal and surplus to total capitalization of 
the El] Paso Company and, because of its 
attitude on this subject, the company was 
forced to postpone the offering. 


NDER questioning by Harlow B. 
Lester, SEC attorney, President 
Barnes of Engineers Public Service said 
he did not believe it would be advisable 
for the El] Paso Company to sell add 
tional common stock in lieu of the senior 
securities proposed because the “going 
rate” for common stock money would be 
from 8 per cent to 10 per cent or more, 
This compares with a cost of 5 per cent 
for the preferred stock money and 3.13 
per cent for the long-term secured debt, 
he pointed out. The cost of an additional 
$1,000,000 to be borrowed on a 7-year 
serial bank note, will range from 2} pet 
cent to 2 per cent. El Paso’s ratio 0 
common stock to total capitalization 
would only be temporarily reduced from 
31 per cent to around 28 per cent, he said. 
At a subsequent hearing Counsel Har: 
low B. Lester for the SEC recommended 
that the company be required to issue 
substantial amount of common stock to 
raise funds for redeeming senior secuf 
ties—the first time that the SEC ha 
proposed refunding of bonds or prem 
ferred stock with common stock. He de: 
clared that the company’s capital struc 
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ture was “heavily watered” (the old 
phrase “watered stock” being apparent- 
ly used in reverse) and that the company 
tad as a maximum a common stock 
equity cushion for its publicly held se- 
curities of only 19 per cent. 

Several large companies, including 
Electric Bond and Share (United Gas), 
Columbia Gas & Electric, and Detroit 
Edison, have been handicapped in large 
refunding programs because of various 
other questions under the Holding Com- 
pany Act which remain to be cleared up. 
While it might be an exaggeration to 
conclude that the present scarcity of of- 
ferings is solely due to obstacles imposed 
by the SEC—or rather to failure of the 
SEC to adjudicate old issues clearly and 
promptly — nevertheless, these difficul- 
ties, handicapping the utilities and their 
bankers alike, are certainly a retarding 
factor. 

It is hoped in financial circles that the 
SEC will clarify its attitude as to the 
various questions involved in security is- 
ses So that the flow of new offerings will 
not be choked off. The commission is 
wanted by the utilities to point out exact- 
ly what it means by “‘arm’s-length” bar- 


‘Mcaining, just what percentage of equity 


money to total capital it regards as es- 
sential, and to explain why unsettled 
holding company questions should nec- 

esarily bar refunding operations which 
mould benefit al/ system security holders. 


¥ 


Pending Security Offerings 
HE $53,000,000 Boston Edison 
bonds will probably be the next big 

offering. 

Hudson River Power Corporation, 
affiliated with International Paper Com- 
‘Many, has been authorized by the New 

ork Public Service Commission to is- 
ue $8,000,000 first 34s due 1958 and $6,- 
455,000 second mortgage 4s due 1962. 

he first mortgage bonds are to be sold 
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planning to refund $45,uv0,000 34s late 
this year or early in 1941 (the 34s are not 
redeemable until April 1st). Of the vari- 
ous Bell system subsidiaries, only Illinois 
Bell and Southwestern Bell have 34 per 
cent issues, the others having been able 
to refund at 34 or 3 per cent coupon 
rates. (American Telephone and Tele- 
graph 54s are an exception, but will 
doubtless be refunded next year when 
the call price drops from 110 to 100.) 

Sierra Pacific Power Company is 
planning to sell $3,000,000 30-year first 
34s to insurance companies for refund- 
ing purposes. 

Montana-Dakota Company has re- 
ceived FPC authority to issue $3,900,000 
serial notes to banks and insurance com- 
panies for refunding purposes. 

Another utility will be sold back to 
local ownership with the forthcoming 
offering of securities of Danbury & 
Bethel Gas & Electric Company by a 
First Boston syndicate, acting for Cities 
Service Power & Light. The company 
does not tie in with the main properties 
of the Cities Service system and its dis- 
posal will aid the latter’s integration pro- 
gram. The offering will consist of $720,- 
000 general mortgage bonds, 9,600 shares 
of $2.25 preferred, and 144,000 shares 
of common. 


> 


Utility Statistics Need 
Correlation 


aa railroads are fortunate in that 
their statistical data are handled al- 
most entirely by one organization, the 
ICC. The utilities, however, divided 
between intrastate and interstate, and 
between various forms of service, report 
to state commissions, the SEC, FPC, 
FCC, Census Bureau, etc., as well as to 
their own EEI or similar agencies. As a 
result, utility statistics are not yet or- 
ganized into a coherent unity as are rail 
statistics. 

Interim earnings reports appear in 
diverse form, some monthly, some quar- 
terly, and some annually. Only a few 
companies report their earnings for in- 
dividual months, though a number pub- 
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lish a new 12-month statement each 
month. 

Weekly electric output figures are not 
released uniformly for al] systems, as 
are carloadings; the totals are compiled 
by the EEI, and seasonally adjusted by 
Standard Statistics and The New York 
Times—the latter publishing a weekly 
chart. 

The EEI publishes monthly totals for 
the electric industry showing the source 
of energy, disposal of energy, classifica- 
tion of kilowatt-hour sales, estimated 
revenue, and data on residential service. 
The FPC publishes monthly figures 
on the production of electric energy, 
showing by states how much is generated 
by consumption of coal, oil, and natural 
gas, the exchange of power across 
state lines, the relative amount of hydro 
and steam power, etc. 

The 5-year census reports on the elec- 
tric light and power industry (the one 
for 1937 was published in 1939) give 
valuable basic data which should be as- 
sembled on an annual basis, with greater 
detail. The financial statistics are of spe- 
cial interest, particularly the consolidated 
balance sheet and income statement for 
the industry, and it is unfortunate that 
these are not compiled annually. (The 
EEI, in its annual statistical bulletins, 
attempts to carry forward some of these 
data on an interim basis.) The income 
statement of the electric light and power 
industry differs considerably with the 
inclusion of (1) municipal plants and 
(2) “codrdinate” utilities services such 
as gas, water, etc. 


T is interesting to note that the annual 
bulletins of the American Gas Asso- 
ciation, in addition to the statistics for 
that industry, present construction and 
financing statistics for the electric power 
and light companies. 

The SEC publishes an annual bulletin, 
“Financial Statistics for Electric and 
Gas Subsidiaries of Registered Public 
Utility Holding Companies,’ which, 
however, presents merely the highlights 
of such statistics. Additional data of con- 
siderable value (not available in the 
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manuals) also appeared in the special 
volume covering the decade 1930-39, but 
there is no indication that this will be 
made available each year in future, The 
SEC has also issued many maps and 
tables on holding companies and the |o- 
cation of their properties. 

The annual statistical number of Elec. 
trical World and the occasional reviews 
of the industry by Standard Statistics, 
together with Moody's Manual and simi- 
lar publications, contain a number of in- 
teresting charts and tables, although for 
the most part the information is merely 
retabulated or charted from other 
sources. (The Electrical World, how- 
ever, compiles special technical data ob- 
tained by questionnaires. ) 

Students of utility accounting and 
“write-offs” will find valuable data 
buried in former reports of the Federal 
Trade Commission. The Department of 
Commerce issues an occasional research 
study, such as the valuable 1937 bulletin, 
“Basic Industrial Markets — Gas and 
Electric Utilities.” 

The FPC has issued some very elabo- 
rate reports comparing rates and service 
charges by all electric utilities. The Edi- 
son Electric Institute and the Institu- 
tional Utility Service, Inc., prepare de- 
tailed technical data on rates and serv- 
ices—readily available only to specialists. 

The Federal Power Commission 
sometime ago issued two large volumes 
compiling information obtained through 
a WPA project. Detailed data for each 
operating company were presented on 
sales and revenues, expenses, description 
of utility plants, capacity of generating 
stations, transmission lines, etc., power 
generation, balance sheets, and income 
statements. A similar study was issued 
this year in more convenient form en- 
titled “Statistics of Electric Utilities in 
the United States” for the year 1938, It 
is hoped that this volume, comparable in 
some respects to “Statistics of Railways 
of the U. S.,” will become a regular an- 
nual publication, and that it will be im- 
proved by the compilation of national 
averages and totals for all companies. 

It is obvious that much work remains 
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to be done toward the improvement, cor- 
relation, and compilation of utility sta- 
tistics. Both public and private agencies 
should endeavor to work out a systematic 
and codperative program toward this 
end. The Central Statistical Board of 
Washington was originated ostensibly to 
furnish leadership in work of this nature. 


¥ 
Effect of Taxes on Third- 


Quarter Earnings 


7. impact of increased normal in- 
come taxes on utility share earnings 
isillustrated by the earnings reports given 
in the table below. 

The North American system’s provi- 
sion for Federal income taxes in the 
third quarter was nearly double that 
of the previous year. For the twelve 
months ended September 30th, the com- 
pany’s consolidated statement shows in- 
come tax accruals of $8,098,940 com- 
pared with accruals of $4,403,877 for the 
corresponding 1939 period. The taxes 
include a provision for excess profits 
taxes although the report states that “the 
amount of the liability if any has not yet 
been definitely determined ; the provision 
made in the consolidated income state- 
ment for such tax is based on what is 
believed to be a conservative estimate.” 

Public Service of New Jersey does 
not publish quarterly reports, but its re- 
port for the twelve months ended Sep- 
tember 30th showed only $2.53 earned 
compared with $2.94 for the correspond- 
ing previous period, though revenues 
gained 5 per cent. 

Boston Edison reported $2.40 for the 
nine months ended September, compared 
with $2.48 a year ago. President Comer- 
ford, in a statement to stockholders, ex- 
plained that while gross revenues were 
up 5 per cent, this gain was entirely off- 


set by the newly levied Federal taxes. 

Pacific Lighting in the twelve months 
ended September 30th earned $2.74 
compared with $4.20 in the previous 
twelve months and $2.63 for the twelve 
months ended June 30, 1940. Part of 
this company’s decline in earnings should 
be attributed to weather conditions, how- 
ever, though taxes were doubtless an 
additional factor. 

e 


“Guaranteed Investment” 


Fe as many years as the writer can 
recall, Wall Street has had to contend 
with two difficulties in the bond selling 
game—“jumping the gun” and “guar- 
anteed investments.” Despite the added 
weight of authority in the SEC waiting 
period and the theoretical rule that sales 
can be made only with the use of a 
prospectus—which is only available on 
the official offering day—probably no de- 
vice will ever prove successful in pre- 
venting the ambitious bond salesman 
from “lining up” his customers in ad- 
vance of the offering date, in order to 
beat his competitors. Such a spirit of 
competition is, after all, a necessary and 
helpful adjunct of bond selling — pro- 
vided customers are not misled or high- 
pressured. Sales are not actually con- 
firmed until the date of issue, when the 
selling “bible” or official prospectus (as 
distinct from the preliminary or “red 
herring” prospectus, the Standard Sta- 
tistics’ “blue cards,” etc.) is available. 
The great difficulty of this procedure is 
that out-of-town customers cannot ethi- 
cally be contacted by mail in advance. 

The guaranteed investment market, 
while always officially frowned on by in- 
vestment bankers, has maintained a sub 
rosa existence for several decades, but 
may sooner or later come to grips with 
Federal regulatory authority. 


e 


Sept. 30th Quarter 


North American Co. ...........00e5 
United Gas Improvement 
Consolidated Edison 

Consolidated Gas of Baltimore 


June 30th Quarter 
194 1939 
$ 41 

.26 


44 
1.16 
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Under the Maloney Act the NASD 
(National Association of Securities 
Dealers) has been organized by the SEC 
to police overcounter trading and dealer 
activities. The $48,000,000 Public 
Service of Indiana offering of last De- 
cember proved to be a “sour” issue and 
many members of the large selling group 
yielded to temptation and unloaded their 
bonds on the “G.I.” market—which 
means that they violated their selling 
group agreement by dumping unsold 
bonds at a concession from the syndicate 
price—the “G.I.” buyer guaranteeing 
that the bonds would not be resold until 
after the syndicate expired. Such an 
agreement is an essential part of the op- 
eration, explaining the term “guaranteed 
investment,” for if the bonds were pub- 
licly offered at the cut price during the 
interim the syndicate might have to bid 
them in to protect the market, and would 
then trace the sale to the original dealer 
and penalize him. 

The NASD is apparently determined 
to make an issue of the Public Service 
Case, and its final decision is expected in 
the near future. Whether the penalties 
imposed will prove stiff enough to wipe 
out the practice permanently is, of 
course, a matter for the future to deter- 
mine. Whether the SEC may take a 
hand in the matter at some future date 
also remains to be seen. 


ee 
Public Service of Indiana 


Ast April the Public Service Com- 
pany of Indiana filed a plan for re- 
capitalization with the SEC, together 
with a proposed merger with its affiliated 


companies. Midland United, which 
nominally holds control of the common 
stock, objected to certain phases of the 
plan, and the SEC recently instituted pro- 
ceedings under § 11 (b) (2) of the Util- 
ity Act. This means that, when a revised 
plan is approved bv the commission, final 
approval cannot be blocked in the courts 
by a minority of the security holders. 
hearings on the plan and on collateral 
issues will be held November 25th. 
Public Service Company’s earnings 
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have increased rapidly in the past year or 
so owing to improved business in its 
territory and the savings resulting from 
a refunding program. For the twelve 
months ended August 31st, $18.91 was 
earned on the prior preferred stock and 
$15.97 on the $6 preferred stock. The 
prior preferred (with about $50 arrears) 
is quoted around 96 and the second pre- 
ferred ($45 arrears) around 47. Under 
the original plan, each share of $7 prior 
preferred (with arrears) would receive 
three shares of new preferred, the $6 
prior preferred would obtain 2.85 shares 
of new preferred, and the second pre- 
ferred would get six shares of new com- 
mon (the old common would obtain 
three-tenths shares). Midland United’s 
holdings would be treated differently. 

It is understood that preferred stock- 
holders have no objection to the SEC’s 
action in placing the matter under § 11 
(b) (2) since this should eventually 
eliminate any difficulties arising from 
opposition to the plan by Central In- 
diana and Midland United. 


¥ 
Brooklyn-Manhattan Transit 


> pe the reluctance of B-MT offi- 
cials a few weeks ago to commit 
themselves regarding additional liqui- 
datine dividends, a second distribution 
of $10 in New York city’s 3s was re- 
cently ordered, together with a $2 cash 
payment. Since the city bonds are now 
around par, the total distribution now 
amounts to about $22. B-MT stock is 
now selling around 17, equivalent to 5 
after deducting the latest dividends. 
After adjusting the balance sheets issued 
several months ago for subsequent 
changes, the remaining liquidating value 
is estimated at approximately $7.35 a 
share. Since this figure is after very sub- 
stantial reserves, it seems logical to be- 
lieve that eventually the liquidating value 
might be in the neighborhood of $8 or $9. 

BQT, the trolley subsidiary, is cut- 
rently selling around 4 (or 2 after de: 
ducting the dividend of $2) and has an 
estimated liquidating value of $2.40 plus 
any unneeded reserves, 
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What Others Think 


What’s Ahead for the Municipal 
Power Plant? 


1h pea as to the future of the mu- 
nicipally owned power plant is con- 
siderably confused by uncertainty as to 
what the function of a municipal power 
plant really is. Is its principal objective 
to act as a (1) yardstick, or (2) big 
stick, or (3) service to the local com- 
munity without regard to what is being 
done in other municipalities ? 

An editorial in The American City 
(issue of September, 1940) made some 
pointed observations on this subject. It 
suggests that the municipal electric plant 
has a rosy future as long as it has a 
sound economic basis and no longer. But 
when service to the community is sub- 
ordinated to taking part in a crusade of 
public ownership for the sake of public 
ownership, or when the municipal plant 
is pressed into service as a disguised tax 
collector, it is likely to get into trouble. 
The editorial stated in part: 


In some quarters the municipal electric 
plant is still looked on as a challenge or 
a reproof to the power industry. This is a 
hangover from the times when high electric 
rates were the reason or incentive for the 
establishment of publicly owned plants. 
Rates were then high because (1) the elec- 
tric industry was in process of vast expan- 
sion and (2) “the public be studied and 
served” had not yet been discovered to be 
good business. 

The period was much like the early rail- 
roading period, and it, too, is over. Now 
the industry is consolidating. Financial 
structures have been erected, toppled over, 
and rebuilt with fewer stories and simpler 
lines. The plants and systems themselves 
have been reéquipped with modern machin- 
ery which makes one pound of fuel produce 
what formerly required 24 pounds. Genuine 
economies have brought about substantial 
decreases in private power rates. 

In many instances the great private sys- 
tem can pay its bondholders, stockholders, 
and officers and still meet the rates charged 
by municipally owned systems. High private 
rates have ceased to be the principal incentive 
for establishing city-owned power plants. 
Yet city-owned plants are being built and en- 
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larged at as high a rate as ever. Indeed the 
greatest period of expansion has been during 
the last fifteen years. And now with growing 
recognition that the bombing of the gener. 
ating centers of great electric power sys- 
tems is not entirely outside the bounds of 
possibility, it will also be recognized that a 
municipal electric plant in as many cities as 
possible would be the best assurance of 
keeping the home lights burning in case 
of such an emergency. 


ITH the passage, for the present at 

least, of the era of free grants and 
cheap loans by the Public Works Ad- 
ministration, there will undoubtedly be 
a tendency on the part of municipalities 
to consider municipal electric plants on 
their own economic merits. Where plants 
have thus been considered, the decision of 
a municipality to embark on a policy of 
public ownership, or to expand an exist- 
ing policy in that direction, is likely to be 
more firmly established than in the days 
of the golden shower from Washington. 
Then, such issues were too often deter- 
mined on the basis of “getting ours while 
the getting is good” than on the basis of 
whether there were valid reasons for em- 
bracing the policy. 

Municipal plants produced 2,302,000,- 
000 kilowatt hours in 1925 and 5,688- 
000,000 kilowatt hours in 1939. This is 
an expansion of 147 per cent, as com- 
pared with 96 per cent for the privately 
owned electric utilities during the same 
period. The installed capacity for mu- 
nicipal plants increased 75 per cent dur- 
ing these years as against 13 per cent for 
private capacity. What is the outlook for 
the future? The American City editorial 
states: 

. .. The Federal Power Commission has 
just reported scheduled additions to be made 
to generating plants in 1940 amounting to 
545,200 kilowatts for publicly (not neces- 
sarily municipally) owned plants, and 


1,322,625 kilowatts for privately ownet 
plants. Scheduled beyond 1940 is equipment 
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of 758,000-kilowatt capacity for publicly 
owned plants, and 1,653,000 kilowatts for 
privately owned plants. Diesel engines are 
scheduled for municipal plants in 20 states 
this year. 

If rates are no longer the paramount 
issue, what is the reason for the steady 
growth in municipal electric power capacity 
and production? Possibly the ready avail- 
ability of Federal money induced a num- 
ber of towns to build electric plants. On 
the other hand, even these towns must in 
most instances already have decided to build 
plants. Such decisions usually require quite 
a build-up of local public opinion; and after 
the public is willing, years frequently pass 
before the legal obstacles are cleared. 

The fact is that a municipal plant built 
without politics and run without politics 
isa valuable asset to a community. Whether 
it provides free power for municipal build- 
ings and street lighting, or charges about the 
private rates prevailing in the vicinity, there 
is usually a fat surplus available for town 
improvements or tax reduction. Wherever 
desired, the revenue soon pays for the plant, 


and thereafter the surplus depends on the 
rates. A number of towns have no city tax, 
and a number of other towns have a lower 
city tax, because of the municipal plant. 


HE editorial concludes that the fu- 

ture of municipal power appears to 
depend on common sense. If the munic- 
ipal plant is to be used “as a mere attack 
on the private power industry it will 
fail because demagoguery is never per- 
manently constructive.” On the other 
hand, it would follow from this that 
where a municipality gives thoughtful 
consideration to pertinent factors (such 
as the rates and service of existing facili- 
ties, prospective market, and so forth), 
and thereafter adopts a municipal utility 
plant policy, that city is likely to have 
a successful and prosperous plant for 
many years to come. 





St. Lawrence and Columbia Projects 
To the Fore 


URING the remainder of the year, 

two public power projects are 
likely to receive increasing attention on 
the basis of national defense, with the 
proposal to develop the hydroelectric 
power in the St. Lawrence by joint action 
of the United States and Canada, which 
has been recently revived by President 
Roosevelt, while Congress has already 
been asked to establish a Columbia 
Power Administration to transmit the 
electricity now being generated at Bonne- 
ville dam and soon to be produced at 
Grand Coulee. 

Ernest R. Abrams, well-known writer 
on public power projects (and a fre- 
quent contributor to Pusiic UTILITIES 
FoRTNIGHTLY), recently undertook in 
The Annalist, a reéxamination of both 
of these projects. The St. Lawrence 
analysis was contained in the October 
l0th issue and the Columbia Power Ad- 
mmistration article was in the October 
24th issue of that publication. 

Due largely to prospective war-time 
demands on her power and transporta- 
tion systems, Canada for the first time 
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since the Senate turned down the old 
Bennett-Stimson treaty in 1934 has lent 
a willing ear to the continuous sugges- 
tion from Washington that the St. Law- 
rence should be developed as a joint ac- 
tivity of the two countries. To eliminate 
the opposition of many communities and 
interests which feared adverse effect 
upon them by the navigation features of 
the project, the latest plan has been con- 
fined to power development with the in- 
clusion of limited construction features 
which would permit a subsequent in- 
stallation of the seaway feature. 


M* Abrams feels that political bar- 
riers to hydroelectric development 
on the St. Lawrence have been very 
largely swept away by the intense sym- 
pathy in the United States for the 
British cause. A majority of the people 
want to do something, anything, to aid 
Britain and Canada and if the responsi- 
ble leaders of both governments press 
the St. Lawrence power development as 
one of the means to that end, there will 
be little political resistance. 
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The Roosevelt administration, long 
desirous of consummating the last of 
the “four great government power de- 
velopments in the United States,” which 
the President visualized in 1932, has as- 
tutely followed this indicated line of 
political strategy. It is now claimed that 
Canada is faced with a serious power 
shortage which is slowing down shipment 
of vital supplies to England. It is further 
claimed that the highly industrialized 
areas of New York, notably Buffalo, will 
soon be faced with a lack of power which 
will hamper our own defense activities. 

Effective as this line may be politically, 
Mr. Abrams, nevertheless, still finds 
basis for objection to the later St. Law- 
rence proposal on economic grounds. He 
gives statistics to show that the Ontario 
Hydro Electric Commission is now ap- 
proaching exhaustion of its excess peak 
power reserves based on present gener- 
ating capacity and existing power pur- 
chase contracts. But he states thereafter : 


This does not mean, however, that the 
whole of eastern Canada is facing a seri- 
ous power shortage, or that no further 
sources of supply are available to Ontario. 
While the coincident peak demands of the 
private utilities of Quebec cannot be ascer- 
tained, these power companies are reliably 
reported to have substantial excess power 
reserves which could be made available to 
the Ontario Hydro Commission in the face 
of a war-time emergency. Then, too, citing 
only a single instance, the Beauharnois 
Light, Heat & Power Company in Quebec, 
which is now selling 112,500 kilowatts of 
power to the Hydro Commission, could, if 


has estimated an added 20,000 second-feet 
might be diverted for power generation 
without damage to scenic effects. If the 
United States and Canada were to agree 
to this diversion, the Ontario Hydro Com. 
mission, through only minor expansion of 
its power house, the construction of added 
foundations, and the installation of further 
generating equipment, all of which could be 
accomplished in two years’ time, could add 
approximately 72,500 kilowatts to its present 
power supply through utilization of its half 
=. the 20,000 second-feet thus made avail- 
able. 

In the second place, if the United States 
were to permit Canada to carry out her 
long-planned scheme for diverting 5,00 
second-feet of water into Lake Superior 
from Long Lake and the Ogoki, Albany, 
and Kenogami rivers for ultimate power 
production at Niagara, an additional 33. 
800 kilowatts of energy could be obtained, 
And if this total of 15,000 second-feet 
(10,000 now available at Niagara, plus the 
5,000 from Long Lake and the three rivers) 
were used under full head in new hydro 
plants, the developed power could be ex- 
panded to 337,500 kilowatts. But this latter 
arrangement would require considerably 
more than two years for its completion. 

Finally, the Ontario Hydro Commission 
could follow the example recently set by 
Niagara Hudson Power Corporation, which 
has just completed construction of an 
80,000-kilowatt steam-electric plant at Os- 
wego, New York, and build fuel-burning 
generating stations near its points of great- 
est demand at substantially half the cost, 
per kilowatt of capacity, of hydroelectric 
plants. For this steam-electric power could 
be made available to its consumers in two 
years’ time or less. 


‘eo to conditions south of the 
international border, Mr. Abrams 





necessary, increase its generating capacity finds little basis for the assumption that 
by 750,000 kilowatts in less than twenty-four a serious power shortage is threatened 


a — ce eae of in- in either the industrialized Buffalo-Niag- 
But in addition to the possibility of se- afa area or the Albany-Rochester-Syra- 


curing immediate relief through increased cuse tier. He finds that the Niagara 
power imports from Quebec, Ontario has Hudson Power Corporation and Roches- 
other sources of electric supply which could ter Gas & Electric Corporation have 


be made available in comparatively short ; “gh at 
order. In the first place, the boundary wa- 4 combined 25.3 per cent capacity in re 


ters treaty of 1909 between the United States serve without considering further possi- 
and Canada limited the amount of diver-  hjilities from power exchange through 
sion for power generation at Niagara to interconnected facilities. 


36,000 second-feet on the Canadian side and : 
to 20,000 second-feet on the American side True, there has been a sharp increast 


of the falls. With actual flow over the falls in demand all through 1940, which will 
varying from 90,000 to 160,000 cubic feet probably continue, especially in the 
per second, year to year and season to sea- Niagara-Hudson area. Recent comple- 


son, however, the Special International : ; 
Niagara Board, established to study means tion of the 80,000-kilowatt steam plant 


of preserving the scenic beauty of the falls, at Oswego, however, could be used to 
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offset this through interconnection be- 
tween the Niagara Hudson and Roches- 
ter systems. Furthermore, there is an 
abundance of power that could be ob- 
tained from New York city within trans- 
mission range, if necessary. 

Finally, Mr. Abrams points out that a 
minimum of five years must elapse, once 
actual construction of the project is un- 
der way, before any power can be gen- 
erated at either of the two proposed 
power houses on the 100-mile pool which 
would be created by the construction of 
adam near Massena, New York. How- 
ever, after exploring the cost factors, Mr. 
Abrams foresaw no reasonable possi- 
bility that the present administration 
would be deterred from pressing its cam- 
paign for the construction of the St. 
Lawrence project. And this, notwith- 
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standing the fact that not one kilowatt 
hour of electricity could be delivered to 
national defense industries until the con- 
flict in Europe certainly will have been 
decided in one direction or another. 

By way of explanation, he states that 
“the motives behind this drive for pub- 
lic power generation on the St. Lawrence 
are based not so much on a desire to ex- 
pedite the national defense as on the 
jamming through of the construction of 
the last of those ‘four great government 
power developments in the United States’ 
before it is too late.” He added that 
once the power development has been 
constructed, with its indirect improve- 
ment of navigation on 100 miles of the 
St. Lawrence, “the camel of navigation 
improvement will have his head in the 
tent.” This suggests the eventual addition 
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and completion of the navigation fea- 
tures which have presently been dropped. 


NLIKE the St. Lawrence project, the 
Columbia Power Administration 
proposal is largely a policy rather than 
a construction matter. Bonneville has 
been largely completed. Grand Coulee is 
so far along that it would be idle to ex- 
pect that the Federal government could 
withdraw its commitments at this time. 
The two large municipal plants which 
lie in this vicinity, Seattle and Tacoma, 
have long been gravitating towards some 
form of a nebulous central system. 

The Columbia Power Administration 
is to transform that nebulous into an ac- 
complished fact. True, a certain amount 
of physical construction would be nec- 
essary to tie in the various systems, but 
on the whole the plan goes more to or- 
ganization than physical construction. 

This is not to underestimate, however, 
the importance of the step which is pro- 
posed for these Northwest properties. 
Never before in our national history, says 
Mr. Abrams, has it been seriously pro- 
posed that Congress invest executive em- 
ployees with powers sufficiently broad 
to permit the extermination of private 
enterprise from a field of economic ac- 
tivity. Yet that is what seems to lie in 
store for private utilities in the North- 
west area if the ultimate plans of the 
advocates of the Columbia Power Ad- 
ministration are ever realized. 

Under the proposed set-up, a single 
individual appointed by and under the 
direction of the Secretary of Interior 
would exercise three general powers: (1) 
Those already possessed by the Bonne- 
ville Administrator and the TVA; (2) 
existing powers which have been consid- 
erably broadened under the proposed 
legislation ; (3) those that have never be- 
fore been granted to the administrative 
heads of any power development. 


MONG the powers already possessed 

by the Bonneville Administrator is 

the right to construct competitive and 
duplicating transmission lines. Under 
the proposed legislation the Administra- 
tor would be “authorized and directed 
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to construct, extend, improve, operate 
and maintain such electric transmissig, 
lines and substations . . . as he finds ne. 
essary and appropriate for transmission 
of electric energy available for sale here. 
under to existing and potential markets 
for interconnection of the generating 
facilities producing electric energy fo 
sale hereunder, and for the exchange of 
electric energy between such facilities 
and other electric systems.” 

Of the powers presently existing 
which would be broadened under the pro- 
posed legislation, Mr. Abrams mentions 
two. The first would direct the Admin. 
istrator to give, at all times, “preference, 
priority, and assistance to public bodies 
and cooperatives.” Secondly, the Colun- 
bia Power Administrator would be av- 
thorized to borrow up to $200,000,00 
through the sale of revenue bonds, guar- 
anteed as to principal and interest by 
the United States. 

Of those powers never before granted 
to an administrative head, Mr. Abrams 
commends two more to our attention, 
First, the Administrator would be au- 
thorized, in the name of the United 
States, to acquire by purchase, condem- 
nation, or otherwise, such transmission 
lines and facilities “as he finds necessary 
or appropriate to carry out the purposes 
of this act, and in conjunction therewith 
such generating and distribution facili- 
ties . . . as in his judgment are so re- 
lated to or interconnected with transmis- 
sion lines being acquired as to make it 
uneconomical or impractical to acquire 
such transmission lines without at the 
same time acquiring such generating or 
distribution facilities. ...” 

In other words, this would amount to 
a virtual white ticket to condemn every 
private utility property within the oper- 
ating area—a power which even the TVA 
does not possess. Secondly, the Columbia 
Power Administrator would have the 
right to separate such facilities in such a 
manner as he deems proper, although he 
is directed to sell distribution properties 
“if possible within six months after the 
date of their acquisition and in any event 
as soon as such sales can be consum- 
mated.” 
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Finally, the proposed legislation re- 
quires that all sales of facilities acquired 
in the manner above described by the 
Administrator must be approved as to 
their terms by the Secretary of the In- 
terior. 

Mr. Abrams tells us there is more to 
this simple provision than meets the eye. 
It would mean that “even should the utili- 


ty companies manage to sell their systems 
at prices equivalent to their historical 
costs ...” the price will be beaten down 
on the piecemeal resale of such systems 
to municipalities and districts without 
any regard for severance damage or 
losses from duplicate construction, and 
with the national taxpayers holding the 
bag for the difference. 





How to Avoid Skilled Labor Shortage 


beer specifically referring to 
utility industries, John H. Van 


Deventer, editor of The Iron Age, 
warmed the industrial gas session of 
the American Gas Association at its 
recent convention in Atlantic City, 
New Jersey, that industry must take 
steps to avoid a personnel problem 
caused by the demands on manpower 
resulting from the national defense pro- 
gram. 

He predicted that industry would 
soon encounter a shortage of trained 
technical men as the result of both the 
increased demands of the defense busi- 
ness and the absorption of men into the 
armed services. It will be an industrial 
problem, he said, “to find a large number 
of men who have aptitude for training 
and train them in the shortest possible 
time.” 

Mr. Van Deventer estimated that the 

number of new industrial recruits that 
will be required will be between 5,000,- 
000 and 7,500,000, based upon the num- 
ber of men needed in industry and the 
number of men in uniform, and upon es- 
timates of increased industrial capacity 
requirements. 
_ In order to achieve such rapid train- 
ing of so many men, the speaker urged 
industry to break down and simplify the 
operations required in doing any specific 
job so that absolutely thorough training 
customary on a peace-time basis might 
not be needed. Speed is the imperative 
thing at this point. He further urged 
more attention to “job analysis” and to 
“aptitude analysis” in order more per- 
fectly to match the worker to the task. 


SING toolmakers as an example, 
Mr. Van Deventer observed that 
“the supervisory forces and the skilled 
labor element must come largely from 
those now employed,” and added that 
such supervisory and highly skilled labor 
is one of the present day “choke” points 
of the program. It is his belief that 
heavy draws can be made upon trade 
schools and other institutions as well as 
new employment bureaus; but he cau- 
tioned that much “up-grading” of cur- 
rent employees will be very necessary in 
connection therewith. In closing, the 
speaker observed that 
Government is doing what it can to train 

new recruits for industry, but experience at 
home as well as abroad indicates that pri- 
vate industry must take the initiative... . 
We who believe that production creates 
wealth ought to welcome the addition to our 
forces. .. . However, we must not forget 
the post-war period. .. . Today the burden 
rests upon production. Tomorrow the 
problem will be that of distribution. We 
can well give this some serious thought as 
we watch this huge army of new recruits 
march with American industry. 

As far as utilities are concerned, Mr. 
Van Deventer’s remarks are probably 
more pertinent to the manufacturing than 
to the operating branches of the indus- 
tries. Operating gas and electric com- 
panies have comparatively small, al- 
though highly trained, male personnel. 
By training of reserves in different age 
groups or deferred service brackets, such 
utilities could probably replace any ex- 
pected withdrawal of personnel for 
defense service. Operating telephone 
companies and transportation companies, 
on the other hand, would be a little 
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harder hit but could doubtless bridge the 
gap without too much dislocation of per- 
sonnel. 


QUIPMENT manufacturers for gas, 
electric, telephone, and transporta- 
tion plant and plant assembling, how- 
ever, have a very vital stake in the main- 


tenance of a high caliber of trained ma 
personnel. 

To take care of the load of & 
fense orders, such manufacturing cop, 
cerns will probably find it necessary ty 
invoke the “necessary for defense” de. 
ferment clause to prevent undesirabk 
conscription of junior male technicians 





The Public Corporation As a 
Regulatory Device 


Soe time before the advent of our 
own Tennessee Valley Authority, 
Great Britain had attracted considerable 
attention by the development of the pub- 
lic corporation in such diverse utility 
fields as radio, electric transmission, and 
urban transportation. Analyzing the 
emergence of the public corporation, Dr. 
D. F. Pegrum, associate professor of 
economics at the University of Califor- 
nia, finds that each of these English ex- 
periments could be attributed to economic 
conditions. In a recently published arti- 
cle, he states: 


The limitation of wave-lengths in broad- 
casting ; the necessity of standardization, ra- 
tionalization, and interconnection in elec- 
tricity ; the need for unification and codrdina- 
tion in London transport—all these suggested 
a solution by a single organization in each 
case. Radio and transport offered little chance 
for more than one enterprise; hence, the pub- 
lic corporation seems to be a logical com- 
promise between government and private 
ownership. An alternative solution to the 
problem facing the electric industry could 
have been reached by regional consolidation 
under a number of private concerns subject 
to thorough-going regulation. This might 
have been the best answer but the strength 
of local government, the movement for so- 
cialization in the post-war period, and the 
lack of experience with administrative regu- 
lation turned the scales. Had it been neces- 
sary to establish a number of different cor- 
porations to perform the same functions, pri- 
vate ownership and regulation would proba- 
bly have been resorted to. A number of pub- 
lic corporations requiring codrdination and 
supervision would have solved or altered 
scarcely any of the problems and would have 
added the difficulty of maintaining independ- 
ence from political interference in manage- 
ment. The very basis of the public corpora- 
tion, so far in Great Britain, has been a 
monopoly without a parallel producer. The 
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country has not yet seen fit to deal with the 
railroads in this fashion and it is doubtfyl 
that such a step will be taken, unless complete 
unification is decided upon. 


r. Pegrum finds that the public cor- 
poration has much to commend it, 
However, he says we should not los 
sight of the fact that problems of utility 
regulation are not to be solved by mere 
nomenclature — however fortunate. It 
may be that management, endowed with 
a quasi public character, under such cir- 
cumstances, would invariably show a 
greater share of responsibility. But inde- 
pendent regulation is still necessary in 
the absence of complete socialization. 
Referring to some of the. advantages 
of the public corporation in British ex- 
perience, Dr. Pegrum concludes: 


Financing has probably been cheaper than 
it would have been under private ownership, 
but this has been achieved at the expense of 
flexibility in the financial structure. This may 
prove to be a decisive factor in the final evalu- 
ation. The LPTB [London Public Trans- 
port Board] has faced the difficulty from the 
outset. As the use of electricity spreads, the 
electrical industry will become more inte- 
grated with the industrial structure and more 
vulnerable to the fluctuations of the latter. 
The financial problems of the CEB [Central 
Electricity Board] will become accordingly 
more difficult. 

The conclusion reached, then, is that the 
public corporation is not a promising alterna- 
tive to private ownership and regulation as 
we have developed it in the progressive Juris- 
dictions in this country. If it is assumed that 
utilities are to be operated as fully self-sus- 
taining enterprises and that no special privi- 
leges, such as relief from taxation and s0 
forth, be given any particular group, the 
fundamental problems are essentially the 
same. Public utility issues arise primarily 
from the structure of the industry and not 
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a Is the FCC Blocking Television? 
ris- 
" BBs was supposed to be all from that temptation by the government. 
Wie ready last March to sweep the Chairman Fly of the FCC seems to be 
so @ country. Then an administrative board the leading protagonist of the theory that 
a in Washington suddenly discovered that people of moderate and low incomes 
ily ordinary Americans were too poor to buy ought to be protected against television 
not (television sets and should be protected because of the hypothetical danger that 
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the present-day mechanics of the art may 
soon become obsolete. Chairman Fly also 
seems to be wondrously solicitous over 
the possible adverse effect television 
might have on the moving picture in- 
dustry. (See also p. 740.) 

Such is the general tone taken by Alva 
Johnston in a recent article in The Satur- 
day Evening Post, which contains some 
sizzling criticism of the FCC’s position 
on television. Mr. Johnston states in part: 


The argument of Chairman Fly and some 
of his fellow members of the Federal Com- 
munications Commission, which controls 
television, is that none but well-to-do people 
should participate in the excitement of tele- 
vision, because a genius may come along 
some day with a new and improved system 
of television which will outmode the current 
sets. No new genius has arrived on the 
horizon of television, however. There is 
nothing, except some possible eccentricity on 
the part of the commission itself, which 
threatens to destroy the usefulness of the 
existing sets for years. Nearly everybody 
agrees that geniuses will arise, and that at 
some day in the future the public will pay 
$39.75 for a set which will combine color, 
three dimensions, and better detail than the 
movies. That day may be ten or twenty years 
hence. But, according to Chairman Fly, “a 
couple of generations in scientific develop- 
ment is not long.” ... 

The first year of public television in Amer- 
ica has been one of remarkable scientific 
advance, in spite of stubborn political ob- 
struction. A year ago, national television net- 
works seemed impossible because the televi- 
sion-carrying cables cost $5,000 a mile. To- 
day, national networks at moderate cost are 
assured through the development of short- 
wave relay stations for television. It was 
considered impossible a year ago to send 
television over telephone wires; today it is 
being done regularly. Portable television 
cameras for outdoor use have been made 
lighter and cheaper. 


M* Johnston ventures the thought 
that by reason of bureaucratic ob- 
struction the American public may, for 


The writer states in part as follows: 


Thousands of engineers, electricians, far. 
tory workers, salesmen, research men, ac. 
tors, directors, musicians, and others would 
have been put to work in television in the 
past six months, except for the FCC. As jt 
is, hundreds lost their positions. Chairman 
Fly’s explanation before the Senate com. 
mittee was that the FCC had “misjudged 
the situation.” Several of the seven men. 
bers of the FCC have long records as busi. 
ness baiters. The transcript of the television 
hearings before the FCC makes it fairly 
clear that some of the commissioners are the 
kind of men who would rather have a con. 
troversy than an industry. 


Mr. Johnston excuses Commissioners 
T. A. M. Craven, a retired naval officer 
and radio engineer, as well as former 
Governor Norman S. Case of Rhode Is- 
land, in his criticism of members of the 
FCC as “business baiters.” But he is par- 
ticularly hard on Chairman Fly, recall- 
ing instances of Mr. Fly’s genius for 
needling private business enterprise since 
his career as a shrewd general counsel 
for TVA. The article states: 


When Fly became chairman of the FCC 
a year ago, he decreed that everybody 
should rise when the commissioners enter 
the room. The custom of rising in court- 
rooms at the entrance of judges goes back 
a thousand years or so to the time whena 
judge was supposed to be, not the personal 
representative of the king but the king him- 
self. It would show a Anes sense of the 
fitness of things if the commissioners jumped 
up every time a taxpayer entered the room. 


ONCEDING that Chairman Fly is an 
(; “able man,” Mr. Johnston thinks 
that the FCC chairman’s fears about the 
“freezing of standards” of television are 


unwarranted. Television is suffering 
from Washington “soap-box science.” 
Politicians are trying to talk like scientists 
and scientists are compelled to try to talk 
like politicians. Metaphorical expres- 


sions, such as “lock and key,” dramatize 
technical problems just at a time when 
actual improvements in the art may be 
solving them. So says Mr. Johnston. 


an indefinite period, be denied the oppor- 
tunity of welcoming and enjoying the in- 
dustrial advantages of this new art. More 
recent troubles tend to take the radio 
manufacturers’ minds off television and 
make the atmosphere less conducive to 
the launching of a new industry. 


TROUBLE IN TELEvIsION. By Alva Johnston. 
The Saturday Evening Post. September 28, 
1940. 
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The March of 
Events 


St. Lawrence Power Survey 


Kies War Department on October 28th an- 
nounced it would begin at once a survey 
and other preliminary engineering work on 
the St. Lawrence river defense power project. 
A new War Department engineering district 
to be known as the St. Lawrence district with 
headquarters at Massena, New York, was es- 
tablished. 

The district engineer will be Lieutenant 
Colonel A. B. Jones, who will be assisted by 
oe Doswell Gullatt and Captain Alden K. 
Sibley. 

Purpose of the project is development of 
additional power resources for defense indus- 
tries. The Massena district office was expected 
to be opened by November Ist. 


TVA Announces Contract 


HE TVA recently announced a new con- 

tract with the Aluminum Company cf 
America to provide an additional 80,000 kilo- 
watts of electric power for production of 
aluminum. The TVA said the contract was 
approved by the advisory commission of the 
national defense council “to which it had been 
submitted in accordance with an understand- 
ing between the TVA board and the commis- 
sion relating to the sale of power to be made 
available by the authority’s recently author- 
ized emergency construction program.” 

The company will receive the power at its 
Alcoa plant which is being expanded to meet 
the national defense needs for more aluminum, 
principally for airplanes. 

he new contract will run until July 1, 
1952, with provision for earlier cancellation 
by either party. Delivery of power will begin 
July 1, 1942, giving the authority $200,000 ad- 
ditional revenue per month. The authority al- 
ready has contracts with the company to pro- 
vide 30,000 kilowatts of prime power and 
100,000 kilowatts of prime and secondary 
power. 


SEC Offices to Accept Filings 


eee of the activities of the 
L Securities and Exchange Commission 
which will provide, among other things, com- 
plete registration facilities in the regional of- 
fices of the commission and thus save smaller 
business men time and money, was announced 
on October 31st by Jerome Frank, chairman 
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of the SEC and originator of the plan. 

As an experiment the complete registration 
facilities are to be provided at first in two 
regional offices, San Francisco and Cleveland, 
until October 1, 1941. On that date they will 
be reviewed to see whether they should be ex- 
panded or abandoned. 

Meanwhile, registrants in those regions may 
file and have their registration statements ex- 
amined in the regional office rather than in 
Washington. The experiment, if it proves 
successful, will inaugurate the most far-reach- 
ing administrative change undertaken by the 
commission. In explaining the plan Mr. 
Frank said: 

“It does not mean that each local office will 
become a little SEC in itself. But to the ex- 
tent Federal operations are centralized I have 
always believed local committees should be in 
a position to have immediate contacts with 
the public. This plan will substitute face-to- 
face conversion for correspondence. Regional 
officials will be able to see the business enter- 
prise which is applying.” 

The commission also will extend to the re- 
gional offices at Boston, New York, Atlanta, 
Cleveland, Chicago, Fort Worth, Denver, and 
Seattle the facilities for assistance to regis- 
trants both before and during the progress of 
registration which have been available experi- 
mentally in the San Francisco regional office 
for the last six months. 

Under the plan for experimental provision 
of complete registration facilities at San Fran- 
cisco and Cleveland, an application statement 
may be filed and will be examined there while 
correspondence with registrants will be re- 
placed by conference as frequently as possible. 


Aids to Traffic 


orAcE P. Liversidge, president of the 
Philadelphia Electric Company, last 
month told the annual convention of Asso- 
ciated Traffic Clubs of America at Philadel- 
phia that “no branch of American business 
has a more indispensable function in national 
defense than has transportation.” He spoke of 
the close relationship of rail, water, and high- 
way transportation to business and industry in 
general, and of the part electric utilities play 
in relieving traffic congestion. He stated: 
“When we take our coal by railroad and 
barge and transform it into electrical energy, 
which we transmit into thousands of indus- 
trial and commercial establishments, we are 
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contributing definitely to the relief of high- 
way congestion. If those plants did not get 
their power in bulk from us, they would have 
to get it from coal or oil trucks, since few of 
them are large enough to have their own rail- 
road sidings. So we help to clear the highways 
for our automotive transportation friends. 

“Living in a country stretching 3,000 miles 
between two long coast lines, both theoretically 
open to attack, we must hold to a realistic 
valuation of the principal means of quick mass 
transportation. So both in our capacities as 
patriotic citizens interested in the national de- 
fense and as business men concerned, with lines 
of communication for industry and commerce, 
we must feel an obligation to support the rail- 
roads. 

“The spirit of the present times being what 
it is, thoughtful people will welcome any 
tendencies which lead away from government 
ownership or operation and which strengthen 
the principle of private business enterprise. On 
this subject the transportation industry and 
the electric utility industry meet on common 
ground, 

“All over the country, electric utility com- 
panies for some time have been expanding 
their generating and transmission facilities. 
Now it is certain that ample power capacity 
will be available to meet all possible demands 
that may be made by the increasing require- 
ments of war-time industry.” 


Power Pool Discussed 


gies of creating a 3-state “power 
pool” involving the Grand River dam at 
Vinita, Oklahoma, the Norfolk dam on the 
White river in Arkansas, and the Tennessee 
Valley Authority through its outlet at Mem- 
phis was reported recently to be under discus- 


sion in Washington by Federal and state 
officials. 

Such an interconnected system would bring 
an adequate power supply to all sections of 
Arkansas, it was said. Officials have said one 
of the chief reasons why Arkansas has not yet 
secured any national defense industries is the 
lack of a large power supply. 

Under the proposal, lines of the Arkansas 
Power & Light Company would connect the 
TVA with the Norfolk dam. The AP&L 
buys power from TVA at Memphis. Recently 
the company filed application with the Arkan- 
sas utilities commission for a permit to ex- 
tend its power transmission lines from Bates- 
ville to Norfolk at an estimated cost of $450,- 
000. The company proposed to supply power 
for construction work at the dam and to buy 
power after the dam’s completion. 

Officials said Federal and state agencies 
were preparing to make a market survey of all 
minerals that could be developed in areas of 
north Arkansas which do not have power 
through the extension of lines from the Grand 
River dam, located in the northeast section 
of Oklahoma. 

Congressman Clyde T. Ellis said President 
Roosevelt had assured the Arkansas congres- 
sional delegation that, if reélected, he would 
favor legislation to authorize the addition of 
hydroelectric facilities to the Norfolk, which 
was originally designed as a_ flood-control 
project. 

The Arkansas Department of Public Utili- 
ties called a conference of state and Federal 
officials and industrial representatives at Har- 
rison, Arkansas, on November 6th and 7th. 
The conference was called in conjunction with 
the Rural Electrification Administration, “to 
secure more definite data on the power market 
in that area,” the invitations said. 


& 
Alabama 


Company Pays Tax 


LABAMA’sS educational trust fund gained 
$347,263.68 last month when the Ala- 
bama Power Company sent a check for the 
amount to tax officials in Montgomery in pay- 
ment of the company’s hydroelectric kilowatt- 
hour tax. 
The check went into a special educational 
trust fund, and each of Alabama’s 67 counties 
will participate, with 13 counties receiving 


more than $5,000 each for high schools and 
elementary schools, based on the 1939 dis- 
bursements of the State Board of Education. 

Thomas W. Martin, Alabama Power Com- 
pany president, pointed out that the check rep- 
resented only a part of the company’s taxes 
for 1940. Total taxes for the year are esti- 
mated at approximately $3,500,000. Martin 
said more than $1,000,000 of the total amount 
of taxes paid to the state by the company goes 
directly into specific school funds. 


Arkansas 


Seeks Lower Rate for Schools 


= G. Pipkin, business manager of Little 
Rock schools, was authorized by the Little 
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Rock School Board recently to employ the 
Utilities Light and Power Engineering Service 
to make a survey of electric rates charged the 
board by the Arkansas Power & Light Com- 
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pany. Mr. Pipkin said surveys by the firm for 
several Little Rock businesses had resulted in 
savings up to $40 a month on bills of less 
than $100. 

Mr. Pipkin said the average rate charged 
for service to 27 schools was higher than the 
AP&L’s residential rate. It ranged from 14.116 
cents per kilowatt hour at Peabody school to 
039 cents at Little Rock High School. The 
average monthly bill for the entire system 
was $877, he said. 


Rush Work on New Line 


oRK on the new 154,000-volt, high-tension 
transmission line from Batesville to 
Norfolk and Cotter to integrate the Arkansas 
Power & Light Company’s Ozark division 
with the remainder of the interconnected sys- 
tem has been ordered rushed to completion, 
officials of the power company told several 
hundred employees of the southwest division 
at their fall meeting at El Dorado recently. 
More than 150 men are working to complete 
the line ahead of schedule so that power in 
large quantities may be made available to 
north Arkansas for mining the rich mineral 


deposits of that section, they said. Colonel C. 
S. Lynch, chief engineer, said that this line 
could play an important part in the national 
defense program. 

Asserting that the Arkansas Power & Light 
Company is not opposing any developments 
that are to the best interests of a community, 
Colonel Lynch urged that the public not expect 
too much from power possibilities at the Nor- 
folk dam near Mountain Home. 


Property Purchase Authorized 


Ayor William H. Hundhausen of West 

Memphis was authorized by the city 
council at a special session on October 31st 
to buy electrical and water distributing prop- 
erties of the West Memphis Power & Water 
Company for $210,000. 

The price was offered by the utility after 
four years of litigation. Dismissal of all suits 
pending was agreed to by the city and the 
firm. This ended a fight begun in 1936 over 
the purchase price after the city exercised a 
provision of the franchise under which the 
company operates by asking for the utility 
property. 


California 


Power System Discussed 


om California Water Project Authority 
recently decided to meet at an early date 
with officers of the Pacific Gas and Electric 
Company to discuss purchase or lease of the 
company’s facilities for distribution of power 
from Shasta dam. 

The authority also adopted a resolution ask- 
ing $51,000,000 Federal allocation during the 
next year for the Central Valley project, and 
at the same time postponed formal considera- 
tion of an opinion from its legal staff that 
the authority had powers to issue revenue 
bonds to finance water and power distribution. 


Gas Merger Denied 


—— of the world’s largest natural gas 
distributing system was sought in a 
merger application denied recently by the state 


railroad commission “without prejudice.” 
Formation of a $181,175,535 concern by con- 
solidation of three Southland organizations, 
the Southern California Gas Company, South- 
ern Counties Gas Company, and Santa Maria 
Gas Company was asked in the petition. 
Officials representing the companies pointed 
out that the merger would give the combined 
organization a total of 1,004,000 meter con- 
nections. Only the Consolidated Edison Com- 
pany of New York, with 1,094,000 meters, 
would have been larger than the proposed 
Southland system, but the eastern firm, unlike 
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the California organizations, distributes arti- 
ficial gas. 

Leroy M. Edwards, Southern California 
Gas Company vice president and general 
counsel for the other two companies, reported 
that assets of the petitioners are: Southern 
California, $143,455,545; Southern Counties, 
$34,902,589; and Santa Maria, $3,162,399. 

The Los Angeles Board of Public Utilities, 
represented by Major K. C. Bean, had offered 
a resolution asking that existing franchise 
agreements between the city of Los Angeles 
and the two local gas companies be continued 
in the event of a merger. 

In denying the merger without prejudice, 
the commission left the matter open so that it 
can be resubmitted if the companies present 
new data to show the merger would be in the 
public interest. The report submitted to the 
commission by Commissioner Ray C. Wake- 
field declared testimony given by the com- 
panies was “general in the extreme,” and that 
so far as he could ascertain, the only savings 
through the merger would be in bond interest. 

Commenting on the state commission’s de- 
cision, Mr. Edwards said the companies made 
a showing that by consolidating the three op- 
erating companies “a substantial saving in in- 
terest could be made through the refunding 
of the $11,500,000 outstanding bonds of the 
Southern Counties Gas: Company of Cali- 
fornia. The evidence also showed that the in- 
evitable result of such a merger would be 
increased efficiency in operation.” 
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Colorado 


Gas Line Capacity Increased 


“seemed of the pipe line bringing natural 
gas to Denver and other Colorado com- 
munities from the Amarillo, Texas, field will 
be increased 20 per cent by January Ist, it was 
revealed recently at the gas rate hearing being 
held in Denver before Examiner Norman B. 
Gray of the Federal Power Commission. 
Robert W. Hendee of Colorado Springs, 
operating manager of the Canadian River and 
Colorado Interstate Gas companies, which 


carry the fuel to Denver, and a witness in the 
present case, declared eight new “booster” 
units are being installed on the line. 

These powerful new pumping units will in. 
crease the originally designed capacity of the 
line from 105,000,000 cubic feet each twenty. 
four hours to 126,000,000 cubic feet. The addi. 
tional capacity is required by increased de. 
mands for fuel in the Colorado area served 
and will assure a greater margin of reserve 
supply in event of emergencies occasioned by 
sudden cold spells, Hendee said. 


Connecticut 


Customer Dividend Voted 


HE Hartford Electric Light Company’s 
futher on October 22nd voted a “cus- 
tomer dividend” of 20 per cent, computed as 
a discount on power consumed during the 
month of December. In addition, employees 
will be paid a “dividend” of 20 per cent, com- 
puted on their earnings during the month of 
December. 


Company stockholders were also voted an 
extra dividend of 20 per cent of one month's 
dividend, the latter to be payable February 1, 
1941. These follow similar dividends voted in 


ay. 

While the Hartford Electric Light Com- 
pany has pursued a policy of paying “customer 
dividends” for the past several years, it was 
said to be the first year that two have been 
voted within one year. 


Florida 


Settles Recapture Suit 


* accordance with its agreement with the 
Florida Power & Light Company, which 
has been approved by a vote of the people, the 
city of Miami recently wrote into the record 
a final settlement of the old recapture suit, 
with the power company paying the bill in the 
amount of $4,000. 

Under terms of its franchise with the power 
company, the city was to receive half of any 
- profits accruing to the company above 10 per 
cent on the established rate base. The com- 


pany claimed a $22,000,000 base, but the 
courts, in the electric rate case, pushed this 
figure down to about $7,000,000. 

Over a period of years the city then claimed 
a profit-sharing premium of approximately 
$750,000. 

The city of Miami started suit to recapture 
this amount plus interest. The present admin- 
istration got together with the power com- 
pany and agreed to settlement of all contro- 
versial items, many of them standing for 
years, and among which was settlement of the 
recapture suit. 


Georgia 


Municipal Ownership Urged 


MENDMENT of the Georgia Constitution to 
A pave the way for municipal ownership 
and distribution of power was asked on Oc- 
tober 24th by unanimous vote of the Georgia 
Municipal Association in convention at At- 
lanta. 

The organization, which represents slightly 
more than one-fourth of the state’s popula- 
tion, passed a resolution offered by O. W. 
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Franklin, city attorney of Valdosta, calling 
for an enabling act to permit cities to issue 
revenue certificates to amortize Federal loans 
for such purposes and instructed that the bill 
be drawn for presentation to the 1941 session 
of the general assembly. 

B. J. Mayer, city attorney of LaGrange, 
told the mayors and other officials that, he 
knew “of no project the city can enter into 
which would be more self-liquidating than 
power and water distribution.” He said that 
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LaGrange distributes power bought from the 
Georgia Power Company and that the La- 


Grange tax rate is 15 mills instead of 25 mills 
because of profits received from power sale. 


Kentucky 


Asks REA Issue Settlement 


acne or not the state can tax REA 
cooperatives is a question that ought to 
be settled definitely for the mutual benefit of 
both parties, Commissioner of Revenue H. 
Clyde Reeves said recently. Reeves stated: 
“Tf there is a reasonable, legal basis why the 
state can’t tax these co-ops I would like for 
it to be determined. REA co-ops are growing, 
not diminishing. As a matter of public policy, 
the question ought to be settled. What this 
administration does is not binding on some fu- 


ture administration. If we don’t tax the co- 
ops, some future administration might. It is 
not fair to the farmers for them to subscribe 
to REA with the threat of future taxation 
hanging over them.” 

Lawyers were reported studying the situa- 
tion with a view to filing suit for taxes if it 
becomes apparent that the question cannot be 
settled satisfactorily outside of the courts. 
The burden of litigation has been in the com- 
missioner’s lap since October 3rd, when the 
Kentucky Association of REA Directors said 
a suit would have to be filed by the state. 


Maryland 


Officials Act on FPC Order 


URSUANT to orders issued by the Federal 

Power Commission, certain executives in 
the Consolidated Gas, Electric Light & Power 
Company of Baltimore have resigned inter- 
locking positions in the Aldred-Baltimore 
system. 

The board of directors of Baltimore Gas 
also adopted a resolution terminating the em- 
ployment of Aldred & Co. for advice and as- 
sistance in financial and other matters, the 
FPC said. 


Executives who have resigned certain posi- 
tions include: Herbert A. Wagner, president 
and chairman of the board; Charles M. Cohn, 
executive vice president, director, and member 
of the executive committee of the Baltimore 
company, who resigned as a director of the 
Pennsylvania Water & Power Company and 
the Safe Harbor Water Power Corporation; 
John A. Walls, president of the Pennsylvania 
Water, who resigned as president and director 
of the Safe Harbor Company; and Mortimer 
H. Buckner, who resigned as a member of the 
board of Baltimore Gas and of Safe Harbor. 


Nebraska 


Increase in Power Use 


TATE Engineer Tilley told the Nebraska 

Association of Rural Public Power Dis- 
tricts, in session last month at Hastings, that 
while in 1926 only 2,500 farm homes were 
receiving central station service, today there 
are approximately 25,000 or ten times as 
many. The greatest increase, 15,500, has come 
within the last five years, since the govern- 
ment made available loans sufficient to build 
lines and buy home equipment. 

While the area within the 28 REA districts 
represents 32 per cent of the total area of the 
state, 59 per cent of the rural farm popula- 
tion lies within their areas. This leaves slightly 
more than 100,000 farms unserved, and be- 
cause of their scattered and isolated loca- 
tions, not all will eventually receive service. 
Organization so far has been confined to 
counties with a rural population of ten per- 
sons per square mile. A substantial increase 
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in rural electrification is still possible, it was 
said. 


Buys Power Properties 


F E. Kruesi, president of the Middle West 
e Service Company, said recently the city 
of North Platte had purchased the North 
Platte properties of the Northwestern Public 
Service Company. Kruesi said he was unable 
to give the exact purchase price, but that it 
bn “somewhat less” than a reported $1,800,- 
The deal, a cash transaction, was completed 
October 31st, Kruesi said, between Mayor 
George Dent and other city officials of North 
Platte, and A. B. Sanborn of Huron, S. D. 
The transaction involved electrical proper- 
ties of Northwestern at North Platte and in 
small adjoining communities, Kruesi said. 
Northwestern Public Service Company is a 
subsidiary of the Middle West Corporation. 
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New York 


FPC Postpones Gas Case 


HE Federal Power Commission on Oc- 
tober 23rd announced that it had post- 
poned to November 25th, at the request of the 
respondent, a hearing scheduled for October 
28th concerning rates for natural gas sold by 


the Home Gas Company of Binghamton, New 
York, to the Keystone Gas Company and the 
Binghamton Gas Works. 

Increases in rates which would have become 
effective on September 22nd were suspended 
until February 21, 1941, by a previous order 
of the commission. 


North Carolina 


Water Heating Rates Reduced 


‘Payee of the Carolina Power & Light 
Company will save $283,000 annually as 
the result of rate reductions for residential 
water heating and a new schedule for large 
commercial and industrial users filed recently 
with the state utilities commission. 

Chairman Winborne said North Carolina 


savings will amount to $128,500, and South 
Carolina savings to $64,500. 

The residential water heating reduction 
provides for a discount of one-half a cent ap- 
plicable after the first 200 kilowatt hours of 
consumption. Certain conditions have to be 
met, but Winborne said the requirements could 
be filled by adjustments of virtually all water 
heaters without expense. 


Oklahoma 


Wins Test of Legality 


Pyro Phillips won the first round on 
October 28th in his fight to block con- 
struction of the Red River dam as the Fed- 
eral court declined to throw his lawsuit out of 
court. Instead, the court, after hearing a day 
of arguments, ordered both sides to file briefs 
on constitutionality of the 1938 congressional 
flood-control act. 

The case came up on the twenty-eighth on a 
motion of government attorneys to dismiss the 
suit for lack of jurisdiction. The government 
contended that this was a suit against the 
United States and could not be brought with- 
out its consent. The state answered that if the 
1938 law is unconstitutional then the indi- 
viduals named as defendants were sued as in- 
dividuals and not as officers of the United 
States as they were, therefore, acting without 
constitutional authority. 

In announcing the court’s decision, Judge 
Eugene Rice, presiding judge, declared that 
the issues revolved around one point only. 


“That point,” he said, “is whether the act is 
constitutional under the powers of Congress. 
If the act is constitutional, then the lawsuit 
fails. If it is unconstitutional, then the injunc- 
tion will be granted.” 

The government was given thirty days in 
which to file its brief and the state was given 
twenty days in which to answer. 


Agree on New Contract 


> L. Gerhardt, power sales chief of the 
Grand River Dam Authority, recently an- 
nounced that the authority and the Oklahoma 
Gas & Electric Company have agreed on a re- 
vised contract for the sale of one-fourth of 
the power to be produced at the $22,750,000 
hydroelectric project. 

Gerhardt said the contract calls for deliv- 
ery by the authority of the power to the priv- 
ate company’s river bank station near Musko- 
gee. The Public Works Administration ap- 
proved the new contract, which was the result 
of earlier revisions by PWA. 


Oregon 


Bonneville-Grand Coulee Power Administra- 
tor Paul J. Raver. He said the contract was 
the eighth and largest executed by him with 
Oregon and Washington PUD’s. It provides 
that power deliveries will start as soon as the 
district acquires a distribution system. 


PUD Signs Contract 


HE Northern Wasco County People’s 
Utility District on October 30th signed a 
contract to purchase up to 4,000 kilowatts of 
Columbia river power, it was announced by 


NOV. 21, 1940 


762 





South 


uction 
nt ap- 
irs of 
to be 
could 
water 


THE MARCH OF EVENTS 


Power will be delivered from a substation 
to be constructed. at The Dalles, to which a 
115,000-volt_ transmission -line now is being 
puilt from Bonneville. The district will pay 
one-fourth of a cent per kilowatt hour, plus 
4 monthly charge of 75 cents for each kilo- 
watt of demand. 

The Wasco PUD was organized as a result 
of an election in August, 1939, and embraces 
the entire northern portion of the county con- 
tiguous to the Columbia river, including The 
Dalles. The 2,800 power users now in the dis- 
trict are served by Pacific Power & Light 
Company. 


Power Districts Break Even 


 § pees experienced one of its most closely 
contested elections in history from the 
top of the ticket (in which the President nosed 
out Willkie) through the various offices and 
local proposals. On the basis of incomplete 
returns, 5 out of 10 public power districts 
were approved, including Lincoln, Union, and 
Clatskanie county districts—also, the Colum- 
bia River District and Central Oregon Dis- 
trict (the latter with Crook county voting it- 
self out). Democratic candidate for governor, 
C. C. Dill, was trailing by a narrow margin. 


South Carolina 


Takes Fifth Rank in Power 


outH Carolina should be elevated to fifth 
pal among the states in the amount of 
electric energy produced by water power once 
three Public Works Administration public 
power projects are completed. 


Power Charges Reduced 


HAIRMAN John C. Coney, of the state pub- 

lic service commission, on October 30th 
announced that the Carolina Power & Light 
Company had agreed to reduce some of its 
electric rates. 

The reductions will affect around 20,000 cus- 
tomers and save them about $64,900 a year, 
Mr. Coney said. Those chiefly affected will be 
residential customers who use automatic elec- 
tric water heaters and large commercial and 
industrial customers. 

The company serves much of the Pee Dee 
section of the state. 


According to a report made on October 
29th by Stephen P. Darlington, PWA elec- 
trical engineer, Santee-Cooper, Buzzards 
Roost, and Abbeville projects will have an ag- 
gregate capacity of 239,000 horsepower. Of 
the three projects, Santee-Cooper should have 
a capacity of 215,000 horsepower when it is 
finished next year. Buzzards Roost, which is 
now in operation, is second with 20,000 horse- 
power, while Abbeville will operate with 4,000 
horsepower. Abbeville is nearing its operation 
stage. 

With this additional amount of water 
energy, South Carolina will have an installed 
capacity of 1,075,409 horsepower, the report 
said. 

The state now ranks sixth with 57 plants, 
operating on 838,409 horsepower and repre- 
senting 4.54 per cent of the nation’s total— 
18,500,254 horsepower. Twenty-two of the 
plants are public or privately owned utilities, 
and 35 are owned and operated by industrial 
concerns, mainly for their own needs. 


- 
Washington 


PUD Plans Acquisition 


W A. Cardwell, Chairman of the Cow- 
e litz County Public Utility District, re- 
cently announced steps had been taken for 
early acquisition of the Washington Gas & 
Electric Company’s properties in Longview 
and Ryderwood. 

Cardwell said arrangements had been com- 
pleted to deposit $6,011,056, the amount of a 
condemnation award fixed by a Federal jury 
last April, plus 6 per cent since the decision. 

The Hartley Rogers Company, Seattle, and 
the Noreen Company, Chicago, will handle 
the revenue bonds. 

The district board on October 29th decided 
to acquire the properties of the Northwestern 
Electric Company in Kalama and Woodland 
provided the Clark County District completes 
negotiations for the company’s system. 
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Power Initiative Trails 


O* the basis of incomplete returns, it ap- 
peared that Initiative “139” had been re- 
jected by Washington voters by a margin of 
about seven to five. This proposal, if enacted, 
would have required approval of local voters 
for the issuance of bonds by public power dis- 
tricts. 

However, voters apparently rejected most 
of the 10 power district proposals, including 
Spokane and Kings county, surrounding 
Seattle. 


Power Big Defense Aid 


ow-cost hydroelectric energy is Washing- 
|p ton’s “prime contribution to national 
defense,” a State Planning Council report, is- 
sued through Governor Martin, said recently. 
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That resource, however, the report continued, 
“is abundantly reinforced by the state’s for- 
est, fisheries, farm products, minerals, trans- 
portation facilities, and industrial plants, all of 
which lend themselves to a balanced output of 
raw materials and manufactured products.” 
The report said: 

“In no other section of the country can 
power to turn industry’s wheels be obtained in 
such quantities, and in no other section can 
large additions be made so promptly and 
easily to meet increasing defense demands. It 
is the key to our industrial growth and our 
prime contribution to national defense.” 

The report lists the state’s resources of 
strategic and critical minerals, details produc- 
tion from farms, forests, and fisheries, and 
notes water resources and _ transportation 
facilities. 


Fights Suit 


obs Oles, manager of the Washington 
State Taxpayers’ Association, recently 
asked dismissal of an order requiring him to 
show cause why he should not testify before 
a Federal Power Commission hearing. He 
pleaded that the hearing was “unlawful.” 

Three motions for dismissal were contained 
in an answer to the order requiring him to 
appear in United States District Judge Lloyd 
L. Black’s court to give reasons for his refusal 
to testify and to produce the association’s 
documents in connection with the hearing into 
reported political activities of five Northwest 
power companies. 

Also filed in Oles’ behalf was a motion to 
strike a phrase in Oles’ subpoena which stated 
that the hearing is “part of a lawful inquiry.” 


The motions to dismiss the show cause 
order were based on the following reasons: 

1. The commission lacks jurisdiction to con- 
duct the inquiry because there ‘ ‘is no basis or 
authority in law for the commission to order 
the investigation.” 

2. The commission has no jurisdiction to in- 
vestigate Oles’ activities in regard to Initiative 
139 because “such a matter solely affects the 
rights of the citizens, voters, and residents of 
the state of Washington, and such investiga- 
tion is unlawful in that it is violative of the 
rights reserved to the state of Washington 
and by the citizens and voters thereof.” 

3. The commission failed to state a claim 
upon which relief may be granted. 

However, Oles’ answer said, Oles would 
“cheerfully comply” in testifying and produc- 
ing the documents “if a court of competent 
jurisdiction finally makes a proper and lawful 
order” which will require him to do so. 


Filing Date Delayed 


HE Puget Sound Power & Light Com- 
pany on October 21st was granted by 
United States District Court Judge John C. 
Bowen an additional month to file with the 
United States Circuit Court of Appeals rec- 
ords of the trial in which the value of the com- 
pany’s property in Public Utility District No. 
1, Whatcom county, was set at $5,000,000. 
The company, which has appealed the deci- 
sion, was scheduled to file the records by No- 
vember 2nd. Judge Bowen granted the 1- 
month extension to December 2nd after Jack 
R. Cluck, PUD attorney, objected to a 50-day 
extension as requested by L. P. Mickelwait, 
attorney for the company. 


Wisconsin 


Electric Codperatives Save 


URAL electrification codperatives, by being 
R assessed a 3 per cent tax on total receipts 
instead of property valuation and income 
taxes, saved more than $200,000 during the 
Heil administration, Governor Heil said re- 
cently. 

Pointing to reorganization of the former 
state tax commission and creation of the new 
state department of taxation as one of the im- 
portant steps of his administration, Governor 
Heil said railroads paid $13,914.10 more in 
1940 than in 1939, and light, heat, and power 
utilities paid approximately $1, 000,000 more 
than the previous year. 

By abolishing eight district income tax of- 
fices and releasing the eight supervisors of 
assessments in charge, a total reduction in per- 
sonnel of 68 persons was accomplished and a 
payroll saving of $156,572.76 a year has been 
made, the governor said. 
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Assumes Pipe-line Jurisdiction 


HE state public service commission on 

November 4th assumed jurisdiction, in 
effect, over the introduction of natural gas 
into the state. 

Regardless of the Federal Power Commis- 
sion’s refusal or granting of certificates to 
pipe- -line companies for extension into Wis- 
consin, two rules announced by the state com- 
mission require distributing utilities in Wis- 
consin to obtain its consent before changing 
over from manufactured to natural gas. 

The Western and Independent natural gas 
companies both have proposed to sell gas 
from their pipe lines to Wisconsin distributing 
utilities. The two new rules were made public 
with a “flat denial” of allegations that the Wis- 
consin commission had “avoided” assuming 
jurisdiction over applications of the two pipe- 
line companies. 
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Utility Rulings 


Interlocking Corporate Positions Adverse to 


Public Interest 


ONGRESS did not consider the holding 
¥ of interlocking positions objection- 
able in all cases. Otherwise it would have 
specifically prohibited the holding of such 
positions. Congress did, by the enactment 
of § 305(b) of the Federal Power Act, 
make unlawful the holding of multiple 
directorships unless the holding of such 
positions is authorized by the Federal 
Power Commission. It placed upon the 
applicant the burden of showing that 
neither public nor private interests would 
be adversely affected. 

The Federal Power Commission, pro- 
ceeding on the foregoing premise, ap- 
proved the continuance of interlocking 
positions by several applicants and dis- 
approved such continuance by other ap- 
plicants. The commission believed that 
among the evils sought to be eliminated 
by the enactment of this section of the 
law were: 

(1) Control over a large number [of] and 

geographically widespread public 
utilities by a small group of indi- 


viduals with perhaps a minimum of 
investment ; 

(2) The evasion by means of common 
control of competition resulting in 
higher costs and poorer services to 
consumers; 

(3) The lack of arm’s-length dealings be- 
tween public utilities and organizations 


furnishing financial services or elec- 
trical equipment; 


The employment of dummy directors 
designated solely for the purpose of 
executing the orders of those in con- 
trol, and nominal directors who give 
little time and attention to the affairs 
of the companies; 

Violations of laws, ethics, and good 
business practices by those holding 
such interlocking positions whereby 
such relationship is employed for 
their own benefit or profit, or for the 
benefit or profit of any other person 
or persons and to the detriment of the 
companies, their security holders, or 
the public interest. 


Speaking of a director’s devotion to 
his duties in several corporations, the 
commission said that something more is 
required than an interest in and a knowl- 
edge of the affairs of a company. One 
holding such a position should attend 
the meetings of the board and participate 
in the discussion and disposition of mat- 
ters presented for consideration. A 
director, the commission continued, is in- 
tended to be not a representative of the 
management but of the stockholders and 
should actively participate in the affairs 
of the company. Re Aldred et al. (Opin- 
ion No. 51, Docket Nos. ID-178, 90, /69, 
87 et al.). 
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Right to Dismissal Wages Not Decided on 
Authorization of Abandonment 


A PETITION was filed by several rail- 
_ road labor organizations, in a pro- 
ceeding to secure authority for abandon- 
ment of interurban railway service, ask- 
ing the California commission to provide 
for a dismissal wage allowance. These 
parties protested against approval of 
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abandonment and requested that, in the 

event discontinuance should be permitted, 

recognition be given to the alleged rights 

of employees. The commission answered 
the request as follows: 

No lengthy treatment is warranted herein 

of the contention urged by the several labor 
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organizations that provision for dismissal 
wages be a condition of this commission’s 
order in the event Interurban’s application be 
granted. This commission is not empowered 
by the Public Utilities Act of the state of 
California to adjudicate matters pertaining 
to the existence or nonexistence of rights of 
employees of a common carrier to dismissal 
wages upon discontinuance of the employing 
carrier’s operations. 


The California Toll Bridge Authority 
also filed objections, contending that it 
had entered into an agreement by which 
the carrier had contracted to continue 
operations over a bridge railway as long 
as certain revenue bonds remained un- 
paid. Discontinuance of service, it was 
urged, would result in repudiation and 
violation of the contract and in dis- 
arrangement of the existing toll charges 
and financial arrangements made by the 
authority in reliance upon the contract. 

The commission fully recognized that 
the bridge authority had a direct interest 
in any proposed change in the form of 
public carrier service conducted over its 
bridge. Nevertheless it was said that it 
was not the function of the commission 
to determine either the right of the 
authority to take over such transporta- 


tion system or the expediency of such 
action, and the commission was com- 
pelled to proceed with the hearing and 
consideration of the matters which had 
been properly submitted for determina- 
tion. 

Considering the proceeding on its 
merits, the commission found that the 
company could not continue its existing 
interurban passenger service without 
suffering such substantial net operating 
deficits as soon to force it into bank- 
ruptcy. 

Accordingly authority to discon- 
tinue service was granted, subject, 
however, to a condition that substitute 
service commensurate with traffic re- 
quirements should become assured and 
that in a pending proceeding before the 
Interstate Commerce Commission for 
complete abandonment of a large part of 
trackage by the parent Southern Pacific 
Company a commitment be made not to 
remove any track facilities within public 
streets which the affected cities might 
elect to utilize or permit to be utilized for 
passenger rail operations. Re Interurban 
Electric Railway Co. (Decision No. 
33445, Application No. 23312). 
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Amortization of Discount, Expense, and Call 
Premium on Redeemed Bonds 


N application by the Pennsylvania 
Water & Power Company for per- 
mission to amortize, over a period of 
sixty-one months, the unamortized dis- 
count and expense and the call premium 
associated with bonds which had been 
called for redemption was denied by the 
Federal Power Commission on the 
ground that the applicant had failed to 
show circumstances justifying the de- 
ferment of these items. This applica- 
tion was under the provisions of balance 
sheet accounts Instruction 6-E of the 
commission’s Uniform System of Ac- 
counts for Public Utilities and Licensees. 
This requires the debiting of such items 
to the account for miscellaneous debits 
to surplus unless the commission permits 
amortization. 
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Deferment of unamortized discount 
and expense and call premiums on bonds 
redeemed over a period subsequent to 
date of redemption, said the commission, 
results in charging against the revenues 
of the future expenses or costs which 
are indissoluble parts of transactions 
effective only in the past. Permission for 
such deferment is a regulatory expedient 
which should be granted only upon a 
showing of necessity therefor in the pub- 
lic interest. Automatic deferment, the 
commission continued, is a dangerous 
regulatory expedient which in some cases 
has resulted in the pyramiding of the 
items in question until they have reached 
dangerous proportions. 

Admitting that a departure from the 
immediate charge-off rule is sometimes 
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justified, the commission explained that 
this is true only in cases where protec- 
tion of a particular class of investors or 
present ratepayers is the objective. To 
illustrate : 

When the amount to be charged off is so 
large as to convert a surplus into a deficit, it 
is not likely that refunding, with its attendant 
savings, would be resorted to unless amorti- 
zation is permitted. There are times, too, 
when the strict enforcement of the rule 
might prevent a utility from financing with 
equity securities or might adversely affect 
some class of equity security holders, such as 
preferred stockholders. Here, too, a relax- 
ing of the rule not as a matter of accounting 
principle, but as a regulatory expedient, may 
be sanctioned. In other words, just as extra- 
ordinary losses due to fires, storms, floods, 
etc, as a regulatory expedient, may be 
amortized over a reasonable period subse- 
quent to their occurrence, so unamortized dis- 
count and expense and call premiums asso- 
ciated with bonds issued and redeemed in 
the past may also, as a regulatory expedient, 
be spread over a reasonable period in the 
future. 


Generally, in considering a reasonable 
amortization period, it was said, the 
annual savings due to the refunding 
should be applied to the balance in the 
unamortized debt discount and expense 
and call premium account before any im- 
provement in the income account is re- 
flected as a result of the refunding trans- 
action. 

It follows that saving in income 
taxes owing to the refunding should be 
applied to the items in question in the 
year such savings are realized. In this 
case the discount and expense associated 
with the bonds had been charged off cur- 
rently to a special reserve. The income 
account had, therefore, been relieved of 
charges for the items mentioned. In 
effect, the entire discount and expense re- 
lating to these bonds, it was pointed out, 
had already been charged off. Re Penn- 
sylvania Water & Power Co. (Opinion 
No. 53 ps 


e 
Motor Truck Subsidiary of Railroad 


Authorized to Operate 


Tt Pacific Motor Trucking Com- 
pany, a wholly owned subsidiary of 
the Southern Pacific Company, was 
granted a certificate by the California 
| commission to operate as a highway 
common carrier for the transportation of 
property to be offered by Southern Pa- 
cific Company, Pacific Electric Railway 
Company, Railway Express Agency, 
Inc., and any other carrier of the same 
class serving certain points. 

The commission recognized the fact 
that codrdination of rail truck service 
eliminates in part costly local way- 
freight trains and provides a faster, 
more convenient, dependable, and satis- 
factory service to the public on carload 
traffic as well as on less-carload mer- 
chandise. Protesting carriers conceded 
the right of the railroads to improve 
their service but urged that where such 
improvement would be accomplished 
using motor trucks in codrdination with 
the rail operations, it can and should be 
done through utilizing the motor carrier 
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facilities already operating in the terri- 
tory under joint through rates. 

The commission took the position that 
a common carrier rendering a useful and 
necessary public service should be per- 
mitted and encouraged to adapt that 
service to meet modern conditions in the 
most practical, efficient, and economical 
manner possible. Here the rail carriers 
were confronted with the difficult prob- 
lem of picking up numerous small ship- 
ments from many shippers, assembling 
them into carload quantities for trans- 
portation in line haul movements, then 
distributing the shipments again in small 
lots among numerous consignees. The 
applicant, although legally a separate 
corporate entity, said the commission, 
might be deemed to be in substance the 
motor truck division or department of 
the railroad company. 

The Southern Pacific Company and its 
subsidiary, the Pacific Electric Railway 
Company, as common carriers by rail- 
road had served all the points under con- 
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sideration as the pioneers in the field for 
many decades, and there was no ques- 
tion as to the ability, financial or in any 
other respects, of the applicant to render 
the proposed service. The commission 
continued : 


From the facts of record we are con- 
vinced that any plan compelling the rail lines 
to short-haul themselves and turn traffic 
over to their principal motor truck competi- 
tors, the protestants, would not be conducive 
to providing in full measure an adequate 
and effective codrdinated service to which 
the public is entitled. In our judgment we 
must conclude that this can be accomplished 
here only through the medium of the rail 
lines’ instrumentality, the applicant. More- 
over, shippers and receivers of less-carload 
merchandise traffic, as evidenced by the 
testimony offered by public witnesses, in- 
cluding some called by protestants, desire 
and need an adequate and satisfactory 


e 


service by rail-truck as well as by all-truck. 


Commissioner Devlin, in a dissenting 
opinion, expressed the view that an ap- 
plicant for a common carrier certificate 
already engaged in the transportation 
business and seeking to extend opera- 
tions must affirmatively show that it is 
unable to establish joint rates with con- 
necting common carriers and has ex- 
hausted its remedy under the provision 
of the Public Utilities Act giving the 
commission power to establish divisions 
of revenue between connecting carriers, 
He said that such an applicant must sup- 
port its application in the same manner 
and to the same extent and degree as 
would any applicant. Re Pacific Motor 
Trucking Co. (Decision No. 33431, Ap- 
plication Nos. 21351, 21360). 


Operations Subject to Natural Gas Act 


N applications seeking a determina- 
tion of status and presenting the 
question of whether applicants were 
natural gas companies within the meaning 
of the Natural Gas Act, the Federal 
Power Commission held that certain ap- 
plicants were such companies. Reference 
was made to the decision in Re Colum- 
bian Fuel Corp. (1940) 35 PUR(NS) 3, 
where it was held that the corporation 
came within the exemptions of § 1(b) of 
the act because it was engaged in the pro- 
duction and gathering of natural gas and 
disposed of its product immediately upon 
completion of these operations. As stated 
by the commission : 

There was no transportation of natural 
gas in interstate commerce beyond the ter- 
mini of the gathering lines. A person, how- 
ever, engaged in the production and gather- 
ing of natural gas and the subsequent trans- 
portation, or transportation and sale thereof 
in interstate commerce, would not fall within 
the same category. 

The facts pertaining to the applicants 
in the more recent case, however, showed 
that the Ohio Oil Company produces and 
gathers natural gas in Wyoming, trans- 
ports it from the terminals of the gather- 
ing lines to the Wyoming-Montana state 
line, and there sells and delivers the gas 


to the Billings Gas Company, which in 
turn transports the gas through a trans- 
mission line to several cities and towns 
where it is resold for ultimate public con- 
sumption. The flow of gas through the 
interconnected facilities was said to bea 
continuous transportation of gas in inter- 
state commerce. Both of these companies 
were held to be engaged in such trans- 
portation, within the definition of natural 
gas companies in the Natural Gas Act, 
and not within the exemption of § 1(b). 

The Mountain Fuel Supply Company 
was found to be a corporation engaged 
in the business of producing, purchasing, 
transporting, distributing, and _ selling 
natural gas. It produces gas from wells 
in the states of Wyoming and Colorado. 
It owns and operates a pipe-line trans- 
mission system extending from the points 
of production and gathering points to 
points of local distribution beyond the 
Wyoming-Colorado state line and beyond 
the Wyoming-Utah state line. Its trans- 
mission pipe lines extend from the main 
transmission line to various cities and 
communities in Utah. As to these opera- 
tions, the commission said: 


While this company is engaged in produc- 
tion and gathering of natural gas, it is also 
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subsequently engaged in the transportation 
of natural gas in interstate commerce for 
ultimate public consumption. The company 
is a natural gas company within the mean- 
ing of the Natural Gas Act. 


The Ohio company asked that the 
commission segregate the portion of the 
company’s operations, if any, which 
might be subject to the commission’s 
jurisdiction in order that the company 
might be relieved of reporting with re- 
spect to operations not subject to regu- 
lation. The commission refused to do 
this, stating that while certain activities 


did not involve interstate natural gas 
transportation or sale for resale, the com- 
mission’s jurisdiction over a “natural gas 
company” attaches to the corporate 
entity. 

Moreover it was not deemed to be 
a province of the commission to exercise 
a judgment respecting, or to advise or 
direct, the means whereby the company 
might legally relieve its nongas operating 
activities from the requirements of the 
Natural Gas Act. Re Billings Gas Co. et 
al. (Opinion No. 52, Docket Nos. G-152, 
G-153, G-154). 


e 


Permit Rule Not Avoided by Divorcing Local 
Transportation from Intercity System 


PASSENGER stage corporation, it is 

held by the California commission, 
must obtain a certificate from the com- 
mission before it can lawfully operate an 
additional passenger stage service even 
though such service is conducted exclu- 
sively within the limits of a single city. 
Inauguration of a passenger stage service 
exclusively within the city is not merely 
amatter of local concern where it is con- 
ducted as part of a comprehensive plan 
of intracity and intercity transportation ; 
any obligations which may be assumed or 
losses which may be incurred in connec- 
tion with the intracity operation will be 
burdens upon the entire system. 

This decision was made under a 
statute excluding from certificate re- 
quirements corporations whose opera- 
tions are exclusively within the limits of 
a single incorporated city. Formerly the 
statute had provided that no certificate 
should be required for operations exclu- 
sively within the limits of an incorporated 
city. The change in the statute was held 
by the commission to indicate an inten- 


tion to require certificates for all opera- 
tions of intercity companies, even for 
such separate lines. 

Another question presented was 
whether there had been a violation of a 
statutory requirement that evidences of 
indebtedness payable at periods of not 
more than twelve months after the date 
of issuance should first be approved by 
the commission. The company had 
ordered coaches from a manufacturer in 
August, 1939. No agreement as to the 
manner of payment was entered into until 
December 9, 1939. On that date the com- 
pany became a party to a conditional sales 
contract under which the balance, after 
a cash payment, was to be paid in seven 
instalments, the last and largest of which 
was to be payable on July 15, 1940. There 
existed no agreement or understanding 
as to refinancing or extension. The com- 
mission held that there was no violation 
of the statute. Los Angeles Railway 
Corp. et al. v. Asbury Rapid Transit Sys- 
tem et al. (Decision No. 33477, Case No. 
4462). 
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Interchange of Equipment Transporting 
Shipments for Express Company 


HE California commission held that 
where through service will result in 
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economies in operation, reduction in 
transportation costs, and increased efhi- 
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ciency of service, it should be encouraged, 
if it will not divert traffic from other 
transportation agencies. Accordingly, a 
motor transportation company was 
authorized to interchange motor vehicle 
equipment transporting shipments for an 
affiliated express company. 

Authorization of this interchange 
would eliminate the physical transfer of 
shipments and change of equipment from 
one operative right to the other. Existing 
services of competing common carriers 
would not be endangered contrary to the 
public interest, as the traffic involved did 
not move over their lines, nor did it ap- 
pear that the transportation company by 
reason of any superiority in service or 
operation might divert traffic from other 
transportation agencies. It was sug- 
gested that the express company, being 
an affiliate, could not be expected and 
would not be willing to turn over its 
traffic at any point on the routes to other 
common carriers in the field, since they 
were all direct competitors. 

An attack was made upon the validity 
of the operations of the express com- 
pany. This company, said the commis- 
sion, had met the requirements of the law 
and the commission in inaugurating 
operations between the ultimate terminals 
of the proposed through route. As to 
these operations the commission said: 


e 


Assuming it were a fact that the only pur- 
pose of the operations conducted by the Val- 
ley Express Company was to escape the 
necessity of securing a certificate of public 
convenience and necessity to consolidate and 
enlarge the existing operative rights 
possessed by applicant and its affiliated truck 
lines, such avoidance does not make invalid 
the present or proposed service of either ap- 
plicant or Valley Express Company. Mr. 
Justice Holmes well stated this principle in 
Superior Oil Co. v. Mississippi ex rel. Knox 
(1930) 280 US 390, 395, 74 L ed 504, 50S Ct 
169, in the following language: “The fact 
that it desired to evade the law, as it is called, 
is immaterial, because the very meaning of a 
line in the law is that you intentionally may 
go as close to it as you can; if you do not pass 
it. Bullen v. Wisconsin (1916) 240 US 625, 
630, 60 L ed 830, 835, 36 S Ct 473.” 


These operations were distinguished 
from those in which a pretended utiliza- 
tion of an express company resulted in 
unification of operative rights as a sub- 
terfuge and device to evade regulation. 
Here, said the commission, the record did 
not disclose any pretense or artifices on 
the part of the carrier or the creation of 
a fictitious express corporation to evade 
regulation. 

On the contrary, the present op- 
eration had been instituted and con- 
tinued openly and without concealment 
and in obedience to legal requirements. 
Re Valley Motor Lines, Inc. (Decision 
No. 33400, Application No. 20101). 


Other Important Rulings 


OMMISSIONER Van Namee of the 
New York commission, in a case 
where higher water rates were approved 
after suspension of a previously filed rate 
increase, stated that regulation in its 
search for justice and nondiscrimination 
between all classes of a company’s cus- 
tomers must avoid strangulation of the 
company. Re South Bay Consolidated 
Water Co. Inc. (Case 9986). 


The New Jersey board held that there 
is no statutory requirement of the board’s 
preliminary approval of a contract pro- 


viding for the supply of steam and elec- 
tricity by a public utility to a private cor- 
poration and to another electric com- 
pany. Re Deepwater Operating Co. et al. 


The supreme court of Ohio held that 
the commission does not have jurisdic- 
tion to require a motor carrier operating 
between, and with the consent of, three 
municipalities, one of which is contiguous 
to the other two, to acquire a certificate 
authorizing such operation. Cleveland 
Railway Co. et al. v. Public Utilities Com- 
mission, 28 NE(2d) 638. ; 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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RE NORTHERN STATES POWER CO. OF WISCONSIN 


WISCONSIN PUBLIC SERVICE COMMISSION 


Re Northern States Power Company 


of Wisconsin 


[2-U-1600. ] 


Interstate commerce, § 84 — Powers of state Commission — Power contract — 
Effect of Federal Power Act. 

1, Adoption of the Federal Power Act, giving the Federal Power Com- 
mission regulatory jurisdiction over interstate deliveries of power, did not 
preémpt the field of regulation of matters of this kind so as to deprive a 
state Commission of jurisdiction to grant or refuse approval of a contract 
between power companies relating to the amount of energy which a com- 
pany within the state is obligated to sell to a company in another state, p. 
194, 


Interstate commerce, § 5 — Effect of Federal Power Act — Authority of state 
Commission. 


2. Congress, in enacting the Federal Power Act, did not intend to inter- 
fere with the regulatory authority of state Commissions over public utilities 
except in so far as it might be necessary in the exercise of the power to 
fix rates and standards for services purely interstate in character, p. 
194. 

Interstate commerce, § 22 — What constitutes — Generation of electric energy — 

Transmission. 

3. Congress, in enacting the Federal Power Act, recognized that genera- 
tion of electric energy is not a part of interstate commerce and that it is 
only the transmission of that energy which properly comes within the 
scope of Federal regulation, p. 194. 

Interstate commerce, § 34.1 — Regulation of electric facilities — Powers of state. 
4. The Federal Power Act recognizes that states and state Commissions 
have a right with respect to hydroelectric energy that may be generated 
otherwise than by the use of dams or other facilities owned by or under 
the control of the Federal government, p. 194. 


[September 3, 1940.] 


F .  dslerseynae by power company for approvel of contract 

with another company for peaking capacity and interex- 

change electric service; jurisdiction asserted and contract 
approved. 


> 


APPEARANCES: John M. Campbell, Northern States Power Company of 
Attorney, Beach, Campbell & Holland, Wisconsin; George P. Steinmetz, 
Eau Claire, Northern States Power Chief Engineer, Henry J. O’Leary, 
Company; Glen V. Rork, president, Acting Chief, and John E. Rohan, 
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Rates and Research Department, of 
the Commission staff. 


By the Commission: On Decem- 
ber 15, 1939, the Northern States 
Power Company of Wisconsin filed 
with this Commission an executed 
agreement between itself and its af- 
filiate, the Northern States Power 
Company of Minnesota, for a period 
of ten years beginning January 1, 
1940. 

[1-4] Question has arisen as to 
the necessity of approval of the con- 
tract in question, despite the provision 
for such approval in § 196.52, Wis- 
consin Statutes. It is the contention 
that the adoption of the Federal Pow- 
er Act, giving the Federal Power 
Commission regulatory jurisdiction 
over interstate deliveries of power, 
preémpted the field of regulation of 


matters of this kind. Applicant takes 
the position that the contract is one 
which does not require our approval 
inasmuch as the Federal Power Com- 
mission is obliged to and already has 


given approval to its terms. Appli- 
cant, however, is of the belief that we 
should be fully advised of the terms 
of the contract and it appeared for 
that purpose without putting itself in 
the position of conceding that we have 
jurisdiction. 

With this view we cannot agree. 
The Federal Power Commission by 
the Public Utility Act of 1935 was 
vested with jurisdiction over the in- 
terstate transmission of electric ener- 
gy and the public utilities engaged in 
such transmission. Subsections 201 
(a) and (b) of that act, 16 USCA 
§ 824 (a) (b), cover the limitations 
of exercise of power by the Federal 
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Power Commission. Such sections of 
the Federal law follow: 

Section 201 (a) It is hereby de. 
clared that the business of transmit. 
ting and selling electric energy for u- 
timate distribution to the public is af. 
fected with a public interest, and that 
Federal regulation of matters relating 
to generation to the extent provided 
in this part and the part next follow. 
ing and of that part of such business 
which consists of the transmision of 
electric energy in interstate commerce 
and the sale of such energy at whole. 
sale in interstate commerce is necessary 
in the public interest, such Federal 
regulation, however, to extend only to 
those matters which are not subject to 
regulation by the states. 

(b) The provisions of this part shall 
apply to the transmission of electric 
energy in interstate commerce and to 
the sale of electric energy at whole- 
sale in interstate commerce, but shall 
not apply to any other sale of electric 
energy or deprive a state or state Com- 
mission of its lawful authority now 
exercised over the exportation of hy- 
droelectric energy which is transmit 
ted across the state line. The Com- 
mission shall have jurisdiction over 
all facilities for such transmission or 
sale of electric energy, but shall not 
have jurisdiction, except as specifical- 
ly provided in this part and the part 
next following, over facilities used for 
the generation of electric energy ot 
over facilities used in local distribu- 
tion or only for the transmission of 
electric energy in intrastate commerce, 
or over facilities for the transmission 
of electric energy consumed wholly 
by the transmitter. 

Sections 205 to 207, Part 2, of the 
Federal Public Utility Act provide for 
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the exercise of Federal power over 
the rates and service charged and per- 
formed by public utilities in the inter- 
state transmission and sale of electric 
energy. That power, however, re- 
lates exclusively to “wholesale” trans- 
actions. 

From a consideration of all of the 
provisions of Federal Power Act, it 
is clear to us that Congress did not 
intend to interfere with the regula- 
tory authority of state Commissions 
over public utilities except in so far as 
it might be necessary in the exercise 
of the power to fix rates and standards 
for services that were purely interstate 
incharacter. It also seems clear that 
Congress has recognized that genera- 
tion of electric energy is not a part 
of interstate commerce and that it is 
only the transmission of that energy 
which properly comes within the scope 
of Federal regulation. 


In specific language there is a clear 
recognition that states and state Com- 
missions have a right with respect to 
hydroelectric energy that may be gen- 
erated otherwise than by the use of 
dams or other facilities owned by or 
under the control of the Federal gov- 


ernment. The specific recognition is 
embodied in the provision that the reg- 
ulatory power of the Federal Com- 
mission does not “deprive a state or a 
state Commission of its lawful author- 
ity over the transmission of hydro- 
electric energy which is transmitted 
across the state line.” 

So it is obvious that we have to- 
day the same authority we have had 
to state how much energy developed 
by Wisconsin dams shall be exported 
beyond the state’s boundaries. In so 
far, therefore, as the contract herein 
involved relates to the amount of en- 
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ergy which the Wisconsin company is 
obligated to sell to the Minnesota com- 
pany, that contract is subject to our 
regulatory power as provided in our 
statutes. Furthermore, the Federal 
Act (§ 207), 16 USCA § 824f, pro- 
vides that the Federal Power Commis- 
sion “shall have no authority to com- 
pel the enlargement of a public utility’s 
generating facilities,’ nor to compel 
the sale of energy “when to do so 
would impair its ability to render ade- 
quate service to its customers.” 

It is our conclusion, after consid- 
ering the provisions of the Federal 
Power Act, that it is within our ju- 
risdiction to grant or refuse approval 
of this contract. 

Briefly summarizing, the contract 
provides that the Wisconsin company 
sell to the Minnesota company peaking 
capacity and electrical energy. ‘‘Peak- 
ing capacity” is defined in the con- 
tract as: 

“The maximum amount of power 
expressed in kilowatts which can be 
made available for sale to the Minne- 
sota company during the on-peak 
hours with generating plants operating 
at effective capacity.” 

The Minnesota company will carry 
its base load with its own facilities 
and will utilize the peaking capacity 
of the Wisconsin company made avail- 
able to it by this contract to carry its 
maximum load. Effective capacity re- 
ferred to in the above definition is de- 
fined in Par. 5 of Art. 2 as follows: 

“The maximum coincident load 
which can be carried by all generating 
plants of the interconnected system of 
the Wiseonsin company with hydro 
plants operating at maximum efficiency 
and fuel-burning plants operating at 
maximum dependable loads, after al- 
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lowance for reserve capacity. This 
capacity varies with the seasons of the 
year but for the purposes of this con- 
tract the effective capacity is under- 
stood to be the effective capacity dur- 
ing the high-load periods of the year.” 


Following the completion of the 
new La Crosse steam plant the Wis- 
consin company will have available a 
total dependable capacity of 77,000 
kilowatts. This is arrived at by tak- 
ing the total capacity of the system 
and deducting the largest unit. The 
total capacity is computed at the load 
point where maximum efficiency oc- 
curs. The contract is based upon that 
figure of 77,000 kilowatts of effective 
capacity. The amount of peaking 
capacity which the Wisconsin compa- 
ny has to sell, namely 35,000 kilowatts 
for the year 1940, is the difference be- 
tween the Wisconsin company’s effec- 
tive capacity and the estimated load 


based upon the predicted 1940 opera- 


tion. The peaking capacity referred 
to is available during on-peak hours, 
which are defined as being those hours 
of the day during which the load of 
the Minnesota company exceeds 80 
per cent of the peak load during the 
preceding 365 days. The parties esti- 
mate there will be 1,200 of these on- 
peak hours in any one‘year. De- 
termination of future peaking capacity 
is to be made annually by an operating 
committee which meets in December 
to estimate the capacity which will be 
available for the following year. 
Monthly billings are to be made dur- 
ing the year on that basis and the 
following January, when it meets, the 
committee will determine the actual 
Wisconsin demand for the preceding 
year. If it has exceeded the estimated 
demand with the consequent decrease 
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of peaking capacity the billings will be 
adjusted. The Minnesota company is 
to pay $12 per year per kilowatt peak- 
ing capacity. 

In addition the Wisconsin company 
is to receive for energy sold the rate of 
3 mills per kilowatt hour for the first 
100 kilowatt hours per kilowatt per 
month, and at the rate of 2.4 mills per 
kilowatt hour for the remainder. The 
Wisconsin company is to pay the 
Minnesota company for the off-peak 
steam-generated energy purchased 
from the latter company at a rate of 2,7 
mills per kilowatt hour which energy 
is to be returned by the Wisconsin 
company during on-peak hours and 
for which 3 mills is received. 

The contract also contains a coal 
clause, provision as to delivery points, 
the ownership and maintenance of 
switches at those delivery points, pro- 
visions as to metering, and as to ar- 
bitration in the event of any dispute 
arising out of the performance of the 
contract. The contract is for a period 
of ten years, from January 1, 1940, 
and is subject to cancellation by either 
party in the event of default in the 
payment of any sums of money. No 
assignment of its interest is to be made 
by either party without the consent of 
the other party. 

Article 3 of the contract sets out 
that the nature of the contract is such 
that it requires from time to time a 
determination of certain quantities and 
operating methods which cannot be 
developed in advance for the entire 
contract period. A committee to be 
known as the operating committee 
consisting of two representatives o! 
each company, is to meet in January, 
June, and December of each year to 
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consider any and all matters properly 
subject to its determination, including 
determination of the price to be paid 
the Minnesota company by the Wis- 
consin company for off-peak energy 
which the latter may require. 

It has heretofore been noted that 
the Federal Power Commission has 
given its approval to the contract 
which supersedes one which has been 
effective between the two companies 
for the past few years. Had the con- 
tract now before us for approval been 
ineffect for the ten years from 1929 to 
1938, inclusive, the Wisconsin com- 
pany would have received an average 
of $75,446 less per year than it actual- 


ly did receive. The growth of the 
Wisconsin company’s load has made 
the Wisconsin company feel that it 
cannot obligate itself to furnish the 
guaranteed firm power which the old 
contract called for. Therefore the 
new contract permits of variation un- 
der the terms outlined above. 
Finding 

The Commission finds: 

That the contract for peaking ca- 
pacity and interchange service between 
Northern States Power Company 
(Minnesota) and Northern States 


Power Company (Wisconsin) is rea- 
sonable. 





SECURITIES AND EXCHANGE COMMISSION 


Re Public Service Company of Oklahoma 


[File No. 31-204, Release No. 2277.] 


Intercorporate relations, § 19.22 — Holding Company Act — Exemptions — State 


of organization. 


1. The requirement in § 3(a) (1) of the Holding Company Act, 15 
USCA § 79c (a) (1), that a holding company seeking exemption there- 
under carry on its business in a single state in which such holding com- 
pany and “every such subsidiary company thereof” are organized, refers 
only to the state of organization of the holding company and those sub- 
sidiaries from which the holding company derives any material part of its 


income, p. 201. 


Intercor porate relations, § 19.2 — Holding Company Act — Exemptions — Ma- 


terial part of income. 


2. The phrase “material part,” as used in § 3(a) of the Holding Company 
Act in relation to exemption where no material part of the holding com- 
pany income is derived from a subsidiary, is used in the sense of an “ap- 


preciable part,” p. 202. 


Intercorporate relations, § 19.22 — Holding Company Act — Exemptions — Ma- 


terial part of income. 


3. The words “material” and “appreciable” are relative terms and, in deter- 
mining the application of this standard of § 3(a) (1) of the Holding Com- 
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pany Act relating to exemption when a holding company does not derive 
any material part of its income from a subsidiary, factors other than mere 
percentages must be taken into consideration, p. 202. 


Intercorporate relations, § 19.22 — Holding Company Act — Exemptions — Mo. 
terial part of income. 
4. The standard “any material part of its income,” as used in § 3(a) 
(1) of the Holding Company Act relating to exemption when a holding 
company does not derive any material part of its income from a subsidiary, 
connotes income the loss of which would be something more than de 
minimis to the company concerned, p. 202. 


Intercorporate relations, § 19.22 — Holding Company Act — Exemptions — Ma- 
terial part of income. 
5. All sources of income, including undistributed income of subsidiaries, 
should be considered in determining whether an applicant for exemption 
under § 3(a) (1) of the Holding Company Act derives a material part of 
its income from its public utility subsidiaries, p. 203 


Intercorporate relations, § 19.23 — Holding Company Act — Exemptions — Holi- 
ing company predominantly a public utility. 
6. The most important consideration in determining whether a holding com- 
pany is predominantly a public utility company, within the meaning of 
§ 3(a) (2) of the Holding Company Act, is the relative size of the sub- 
sidiaries and their business as compared with that of the parent company, 
p. 204. 


Intercorporate relations, § 19.23 — Holding Company Act — Exemptions — Hold- 
ing company predominantly a public utility. 

7. A holding company is not predominantly a public utility company, with- 
in the meaning of § 3(a) (2) of the Holding Company Act, when the 
fixed gross utility assets of a subsidiary are equal to 41.9 per cent of 
those of the parent, gross operating revenues of the subsidiary are 408 
per cent of the parent, and net operating revenues of the subsidiary are 
equal to 38.1 per cent of those of the parent, notwithstanding the fact that 
some 87 per cent of its entire investment is in its public utility plant and 
well over 90 per cent of its net income is received from its public utility 
operations, p. 204. ' 


[September 5, 1940.] 


as pursuant to §§ 3(a) (1) and 3(a) (2) of the 

Public Utility Holding Company Act of 1935, 15 USCA 

§ 79c (a) (1) (2), for exemption from provisions of the act 

for applicant as a holding company and for another company as 
its subsidiary; exemption denied. 


» 


APPEARANCES: Ralph D. Steven- By the Commission: Public Serv- 
son, for Public Service Company of ice Company of Oklahoma has applied, 
Oklahoma; Wilbur A. Osterling and pursuant to §§ 3 (a) (1) and 3 (a) 
Thomas J. Tingley, for the Public (2) of the Public Utility Holding 
Utilities Division of the Commission. Company Act of 1935, 15 USCA §/ 
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(a) (1) (2), for exemption from the 
provisions of the said act for itself as 
a holding company and for South- 
western Light & Power Company 
(hereinafter sometimes referred to as 
“Southwestern” ) as its subsidiary. 
After appropriate notice, a hearing 
was held, The filing of a trial exami- 
ner’s report was waived and the mat- 
ter was submitted on briefs. 

The applicant is an indirect subsi- 
diary of the Middle West Corporation, 
which, through its registered subhold- 
ing company subsidiaries, Central and 
South West Utilties Company and 
American Public Service Company, 
controlled, as of December 31, 1939, 
54.47 per cent of the voting securities 
of the applicant. The applicant, it- 
self, admittedly controls Southwestern 
which is a public utility company with- 
in the meaning of the act.’ The fol- 
lowing table shows outstanding se- 
curities of Southwestern as of Decem- 
ber 31, 1939, and the proportionate 
amounts of such securities owned by 
the applicant :* 

The applicant is an Oklahoma Cor- 
poration and is engaged in the business 


Title of Issue 
First mortgage bonds, series A, 32% .... 
Preferred stock $6 cum. no par value, $100 
liquidating value 
A common stock, 5% cum. $100 par 
value 


of furnishing electric, gas, and water 
service in the eastern part of that state. 
It provides electric service in 128 com- 
munities located in 27 counties, gas 
service in 4 communities, and water 
service in 2 small communities. 

Southwestern, organized under the 
laws of the state of Delaware, has its 
principal office in Wilmington, Dela- 
ware, and its principal executive of- 
fice in Tulsa, Oklahoma. It is engaged 
in furnishing electric, gas, and water 
service in western Oklahoma, provid- 
ing electric service in 83 communities 
located in 18 counties, and gas service 
in 8 towns. 

Neither the applicant nor South- 
western owns or operates any prop- 
erty or furnishes any service outside 
of the state of Oklahoma; the appli- 
cant does sell, purchase, or exchange 
relatively small amounts of electric en- 
ergy with Southwestern Gas and Elec- 
tric Company at the Arkansas state 
line, and Southwestern purchases much 
of its electric energy requirements 
from West Texas Utilities Company 
at the Texas state line. 


Approximate 
Percentage 
Amount Owned by Owned by 

Outstanding Applicant Applicant 


$6,750,000 0 0 
51,056 shs. 13,943 shs. 27.3 


3,054 shs. 2,561 shs. 83.8 
95,156 shs. 94,993 shs. 99.8 


Amount 





1The applicant also owns 100 per cent of 
the voting power of two small nonutility com- 
panies, Pittsburgh County Railway Compa- 
ny and Weleetka Pipe Line Company, both 
of which are Oklahoma corporations. South- 
western owns all of the outstanding securities 


of another small nonutility subsidiary, the 
Lawton Corporation. 

2In addition to the securities held by Public 
Service, as of this date, the Middle West Cor- 
poration owned 10,657 shares (20.9 per cent) 
of Southwestern’s preferred. All other se- 
curities of Southwestern are publicly held. 
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The following table presents com- 
parative statistics (as of December 31, 
1939, unless otherwise indicated) of 
the size and operations of the appli- 
cant and Southwestern : 


Fixed Gross Utility Assets 
Gross Operating Revenues 
Net Operating Revenues 
Gross Income 

Net Income 

Kilowatt hours sold* 
Thousand cubic feet sold* 
Electric and gas consumers** 


*For the year ending December 31, 1938. 
** As of December 31, 1938. 


The dividends, interest, and other 
income received by applicant from 
Southwestern for 1936, 1937, 1938, 
and the first nine months of 1939° and 
the ratio of the total of such income 
to applicant’s gross income* and net 
income is shown by the following ta- 
ble: 


Preferred 


Dividends Income 


$2,546 
2,546 
1,909 


50,473 
52,108 


1938 
1939 (9 mos.) 


All of the dividends so received by 
the applicant were paid on its holdings 





8 The record does not contain complete fig- 
ures for 1939. 

# Gross operating revenue less operating ex- 
penses, depreciation, and taxes, but before 
deduction of interest and amortization of bond 
discount. During the period shown in the 
chart, the applicant received very little income 
from sources other than its own operations 
and income from Southwestern. 
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Interest 


of Southwestern’s preferred stock; it 
has received no dividends on the com- 
mon stock since 1931, and no divi. 
dends on the Class A common since 


1932. Out of $491,475 net income 


Percentage 
Southwestern 
to Public 
Service 


41.9 
40.8 
38.1 
33.0 
26.4 
24.3 
422.0 
55.1 


Public 
Service 
$36,511,427 

6,761,132 
2,599,901 
2,685,099 
1,856,327 
226,606,144 
48,205 


South- 
western 
$15,299,715 

2,762,481 
881,585 
886,438 
491,475 

55,125,144 
1,469,744 
41,058 


realized by Southwestern in 1939 and 
added to earned surplus, $281,194 was 
declared as dividends in that year. 
Earned surplus of Southwestern as of 
December 31, 1939, stood at $677- 
443. 

By reason of a refunding of its bonds 
in December, 1939, Southwestern will 


Percentage 
Ratio of 
Such Income 
to Applicant’s 
Gross Income 


Percentage 
Ratio of 

Such Income 

to Applicant's 
Net Income 


Other 

Income 

Rents, 
Miscel. 


$514 
4,116 
4,116 
3,001 


save approximately $100,000 annual 
interest charges which will, of course, 
increase the income available for divi- 
dends. This saving is reflected in the 
earnings figures shown in the record 
for the first five months of 1940, which 
in the following table are compared 
with the same period for the year 193? 
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and with comparable figures for the 
applicant : 


Public Service 

939 
$2,640,315 
661,792 


Operating Revenue ...secsccseeeeee 
Operating Expenses .......... cite 


provision or provisions of the act any 


holding company and every subsidiary 


Five Months Ended May 31 
Southwestern 
1940 1939 1 
$2,855,022 $1,172,629 $1,269,554 
1,802,395 807,401 882,404 





Net Operating Income 
Other Income 


$978,523 
28,905 





$1,052,627 $365,228 $387,150 
51,880 1,355 565 


y ’ 





Gross Income 
Interest and Other Deductions .... 


$1,007,428 
342,602 





$1,104,507 
340,099 


$366,583 $388,715 


162,028 124,904 





Net Income 


During the first quarter of 1940, 
Southwestern declared a regular divi- 
dend of $1.50 on the preferred, plus 
874 cents on the preferred arrearage. 
The profit and loss statement filed by 
the applicant for the first five months 
of 1940 states that the applicant “re- 
ceived” $48,723 as dividends from 
Southwestern during this period.® Ac- 
cording to the testimony, Southwest- 
ern plans in the future to pay the regu- 
lar dividend and $1.25 per share on 
the arrears each quarter. As of May 
31, 1940, the earned surplus of South- 
western stood at something over $800,- 
000; dividend arrearages on the pre- 
ferred stock were $13.50 per share or 
$689,256 in all, and on the Class A 
common, which is, in effect, a second 
preferred stock, there were arrears 
amounting to $132,849 or $43.50 per 


share.® 


Section 3 (a) (1) 

Section 3 (a) (1) of the Public 
Utility Holding Company Act, 15 U 
SCA § 79c (a) (1), provides that the 
Commission shall exempt from any 


$664,826 





$764,408 $204,555 $263,811 


thereof as such, unless and except in 
so far as the Commission finds the ex- 
emption detrimental to the public in- 
terest or the interest of investors or 
consumers, if “such holding company, 
and every subsidiary company there- 
of which is a public utility company 
from which such holding company de- 
rives, directly or indirectly, any mate- 
rial part of its income, are predom- 
inantly intrastate in character and car- 
ry on their business substantially in a 
single state in which such holding com- 
pany and every such subsidiary com- 
pany thereof are organized.” 

[1] We find that the applicant is 
organized under the laws of the state 
of Oklahoma, carries on its business 
in that state, and is predominantly in- 
trastate in character. Southwestern, 
however, is incorporated in Delaware, 
although its principal business is also 
carried on in Oklahoma. 

Counsel for the Public Utilities Di- 
vision, referring to Re Houston Nat. 
Gas Corp. (1938) 3 SEC 664, at pp. 
661-7, 25 PUR(NS) 1, has suggest- 
ed that the fact that Southwestern, 





5This figure seems to be inconsistent with 
the evidence respecting the dividend paid dur- 
ing this period ($2.374) and applicant’s hold- 
ings of preferred (14,446). The explanation 
appears to be that these dividends have been 
computed on an accrual basis for the current 


201 


$6 dividend and on a cash basis for the 
dividends paid on arrearages. 

6 The arrears on the applicant’s holdings as 
of this date were $195,426 on its preferred 
which had apparently increased to 14,476 
shares, and $111,403 on the Class A common 
held by it. 
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the subsidiary, is organized in a state 
other than that in which the applicant 
holding company is organized pre- 
cludes the granting of an exemption 
under § 3 (a) (1) supra. 

It is clear, however, that the require- 
ment in § 3 (a) (1) supra, that a 
holding company seeking exemption 
thereunder carry on its business in a 
single state in which such holding com- 
pany and “every such subsidiary com- 
pany thereof” are organized, refers 
only to the state organization of the 
holding company and those subsidia- 
ries from which the holding company 
derives any material part of its in- 
come. In the Houston Case, supra, 
the holding company was organized in 
Delaware, maintained its executive of- 
fice in Baltimore, Maryland, and car- 
ried on an interstate business. All of 
its utility subsidiaries were organized 
in Texas and did their business in that 
state. Obviously, therefore, the con- 
ditions of § 3 (a) (1) were not met. 
But even though, in the instant case, 
the subsidiary, Southwestern, is or- 
ganized in a different state from that 
in which the applicant is organized and 
operates, the conditions of § 3 (a) (1) 
can be met provided Southwestern, its 
only public utility subsidiary, is not a 
subsidiary from which applicant de- 
rives “any material part of its income.”’ 
See Washington R. & Electric Co. 
(1938) 4 SEC 191, 192, 27 PUR 
(NS) 65. It thus becomes necessary 
to consider the extent of the income 
directly or indirectly derived by the 
applicant from Southwestern. 


[2-4] From the figures already 
cited, it appears that the ratio of the 
cash received by the applicant from 
Southwestern to applicant’s net in- 
come increased from 1936 to Sep- 


tember, 1939, from 1.7 per cent 
to 4.2 per cent and the ratio to 
gross income increased in this pe. 
riod from 1 per cent to 2.9 per cent, 
In December, 1939, Southwestern ef- 
fected a refunding operation which 
will save it approximately $100,000 
annually and will, of course, increase 
the amount of income available for 
dividends. During the first five 
months of 1940, the applicant received 
$48,723.25 as dividends from South- 
western which was equal to 6.4 per 
cent of the applicant’s net income and 
to 4.4 per cent of the applicant’s gross 
income for this period.” Moreover, 
Mr. R. K. Lane, president of both 
the applicant and of Southwestern, 
testified that it is proposed in the fu- 
ture to pay, in addition to a regular 
$1.50 quarterly dividend, $1.25 per 
share on the preferred arrearage each 
quarter. If this plan is carried out, 
applicant would receive, on the basis 
of its present holdings of preferred, 
$159,236 as annual dividends from 
Southwestern or more than twice the 
amount received in 1939, and more 
than three times the amount received 


in 1938. 

We must consider whether, on the 
basis of these facts, applicant can be 
deemed to derive “any material part of 
its income” from Southwestern with- 
in the meaning of § 3 (a) (1) su 
pra. 

The discussions of § 3 (a) in the 
legislative reports make it clear that 
Congress was using the phrase “ma- 
terial part” in the sense of an “appre- 
ciable part.”* The words “material” 





7 As indicated in Note 5, supra, this figure 
of $48,723.25 has been computed on an ac- 
crual basis for the current dividend and on 
a cash basis for the dividends paid on arreats. 

8 See H. R. Rep. No. 1318, 74th Cong. Ist 
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and “appreciable” are relative terms 
and, in determining the application of 
this standard of § 3 (a) (1), factors 
other than mere percentages must be 
taken into consideration. Thus, for 
example, a given amount of income, 
small in its percentage, might be of lit- 
tle consequence to a company realizing 
large profits on a small capital invest- 
ment and yet be “material” and “ap- 
preciable” to a company operating with 
a relatively small profit on a heavy in- 
vestment and under the burden of a 
high ratio of fixed charges. We think 
that the standard “any material part 
of its income” connotes income the 
loss of which would be something 
more than de minimis to the company 
concerned. The applicant, as of De- 
cember 31, 1939, had a long-term 
debt almost equal to its equity inter- 
ests. Gross income of Public Service 
for 1939 of $2,685,099 was cut $828,- 
772 by fixed charges, leaving a net in- 
come of $1,856,327. Public Service 
has 6 per cent preferred and 6 per cent 
and 7 per cent “‘prior lien” stocks which 
are carried on its books at an aggre- 
gate figure of $8,357,500 as against 
common stock carried at $10,000,000. 
We have seen that the applicant re- 
ceived approximately $75,000 in cash 
from Southwestern in 1939, $48,723 
in the first five months of 1940, and 
that it is contemplated that the cash 
to be received annually from South- 
western will aggregate $159,236. 
Suppose the applicant were to lose this 
income. Obviously, this would be a 
very serious blow to the position of its 
equity security holders, and particular- 
ly to its common stockholders upon 


whom the entire loss would fall. 
Viewed in this light, it is clear that the 
cash received from Southwestern is 
“appreciable” and we must conclude 
that the applicant does derive a “‘ma- 
terial part of its income” from South- 
western within the meaning of § 3 (a) 
(1) supra. 

[5] In the foregoing we have been 
concerned primarily with only the cash 
actually received from Southwestern 
by the applicant and we might well rest 
our conclusion on that basis. How- 
ever, it should also be noted that “‘in 
determining whether applicant derives 
a material part of its income from its 
public utility subsidiaries, the Commis- 
sion is of the opinion that all sources 
of income, including undistributed in- 
come of subsidiaries, should be con- 
sidered.” Re Ohio Oil Co. (1939) 6 
SEC—Holding Company Act Release 
No. 1751; see also Re Standard Oil 
Co. of California (1939) 4 SEC 626, 
628. 

If, in the light of this principle, we 
consider the excess of Southwestern’s 
earnings in 1939 and the first five 
months of 1940 over the dividends 
which it has paid out in this period, the 
increase in its earned surplus position, 
the resultant increased equity of the 
applicant’s holdings in Southwestern, 
and the dividend arrearages on these 
holdings, our conclusion that the ap- 
plicant derives a material part of its 
income from Southwestern is inescapa- 
ble. 

Since we conclude that the appli- 
cant does derive a material part of its 
income from Southwestern and since 
Southwestern is incorporated in a state 





Sess. p. 10; Sen. Rep. No. 621, 74th Cong. 1st 
Sess. p. 24. It is clear that Congres had in mind 
for exemption under this provision only those 
intrastate systems in which the parent not 
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only derived little income from utility sub- 
sidiaries in other states but in which such sub- 
sidiaries were of minor size and of little con- 
sequence to the system. 
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other than that in which the applicant 
and Southwestern operate, we must 
deny the application in so far as it 
relates to § 3 (a) (1) supra. 


Section 3 (a) (2) 


[6, 7] Section 3 (a) (2) of the act, 
15 USCA § 79c (a) (2), provides 
that the Commission shall exempt any 
holding company, and every subsidiary 
company thereof as such, from any 
provision or provisions of the act un- 
less and except in so far as the Com- 
mission finds the exemption detri- 
mental to the public interest or the in- 
terest of investors or consumers, if— 
“such holding company is predom- 
inantly a public utility company whose 
operations as such do not extend be- 
yond the state in which it is organized 
and states contiguous thereto.” 

We have found that the applicant is 
organized in Oklahoma and that its 
operations as a public utility company 
do not extend beyond that state; the 
question remains as to whether the ap- 
plicant is “predominantly a public util- 
ity company.” 

We have, in several recent decisions, 
been called upon to apply this stand- 
ard of § 3 (a) (2) supra.® Those 
decisions indicate that the most im- 
portant consideration in determining 
whether a holding company is “pre- 
dominantly a public utility company” 


is the relative size of the subsidiaries 
and their business as compared with 
that of the parent company. 

We have already noted some of the 
comparative statistics of the applicant 
and Southwestern. Thus, it appears 
that the fixed gross utility assets of 
Southwestern ($15,299,715) are 
equal to 41.9 per cent of those of the 
applicant ($36,511,427) ; Southwest 
ern’s gross operating revenues ($2- 
762,481) are equal to 40.8 per cent 
of those of the applicant ($6,761,132), 
and Southwestern’s net operating rey- 
enues ($881,585) are equal to 381 
per cent of those of the applicant ($2,- 
599,901). 

In only two cases have exemptions 
under § 3 (a) (2) been granted 
where the gross operating revenues of 
the subsidiary exceeded 10 per cent 
of that of the holding company and 
in those two cases, in which the ratios 
were approximately 23. per cent,’ all 
of the outstanding securities of the 
applicant’s subsidiary companies were 
owned by the parent, and this fact was 
given considerable weight in each of 
the decisions. In the instant case, 
however, a large portion of the securi- 
ties of Southwestern are in the hands 
of the public." Moreover, in cases 
where the ratios were comparable to 
those here, we have uniformly held 
that an exemption is not available.” 





9See Re Eastern Minnesota Power Corp. 
(1939) 4 SEC 845, 855; Re Union Electric 
Co. of Missouri (1939) 5 SEC 252, 31 PUR 
(NS) 13; Re West Penn Power Co. (1939) 
6 SEC —, 32 PUR(NS) 47, Holding Com- 
pany Act Release No. 1779; Re Potomac Edi- 
son Co. (1939) 6 SEC ——, 32 PUR(NS) 
56, Holding Company Act Release No. 1789; 
Re Washington Gas Light Co. (1940) 6 SEC 
—, 32 PUR(NS) 263, Holding Company 
Act Release No. 1964; Re Eastern Shore 
Pub. Service Co. (1940) 6 SEC ——, 33 PUR 
(NS) 70, Holding Company Act Release No. 
1973. 
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10 Re Rockland Light & Power Co. (1936) 
1 SEC 354; Re Washington Gas Light Co. 
supra. 

11 We pointed out in Re Union Electric Co. 
of Missouri, supra, 31 PUR(NS) at p. 19: 
“This public ownership of subsidiaries’ securi- 
ties makes it all the more essential that the 
parent company, which by ownership of equity 
securities actively controls and manages these 
subsidiaries, should be subject to regulation as 
a holding company.” See also Re Eastern 
Minnesota Power Corp. supra. A 

12Re West Penn Power Co. supra (ratio 
of fixed gross utility assets, 47 per cent; ratio 
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Applicant urges that the question 
whether it is predominantly a public 
utility company should be determined, 
not by the relative size of the parent 
and subsidiary, but by a comparison 
of applicant’s investment in its busi- 
ness as a public utility and its invest- 
ment as a holding company and by 
comparing the gross and net income 
derived by it from each of these 
sources. In this connection, applicant 
points out that some 87 per cent of its 
entire investment is in its public util- 
ity plants and that well over 90 per 
cent of its net income is received from 
its public utility operations. 

This same contention was made in 
Re West Penn Power Company Case 
[1939] (6 SEC —, 32 PUR(NS) 
47, Holding Company Act Release 
No. 1779), where the facts were simi- 
lar to those here. In rejecting this 
contention and in holding that the ex- 
emption under § 3 (a) (2) supra, was 
not available, we pointed out that in 


many cases control over extensive op- 
erating facilities may be obtained 
through a minimum of investment, 
and that the Congress particularly in- 
tended that the regulation of the Pub- 
lic Utility Holding Company Act 
should apply in such situations. See 
Re Potomac Edison Co. (1939) 6 
SEC—, 32 PUR(NS) 56, Holding 
Company Act Release No. 1789. 

In the light of the foregoing, we find 
that the applicant is not predominant- 
ly a public utility company within the 
meaning of § 3 (a) (2). 

Since we have found that the ap- 
plicant does not fall within the stand- 
ards of §§ 3 (a) (1) and 3 (a) (2), 
the application must be denied on that 
basis; we need not consider the fur- 
ther question whether an exemption 
for the applicant would be detrimental 
to the public interest or the interest of 
investors or consumers. 


An appropriate order will issue. 





SECURITIES AND EXCHANGE COMMISSION 


Re Koppers United Company et al. 


[File Nos. 31-482, 31-481, 31-467, 31-165, 31-484, 31-483, 31473, 31-167, 31-162, 31-164, 
Release No. 2109.] 


Intercorporate relations, § 19.2 — Holding company relationships — Consolida- 


tion of hearings. 


1. Hearings on several applications by inter-related companies, under § 2 
and § 3 of the Holding Company Act, 15 USCA §§ 79b, 79c, may prop- 
erly be consolidated when the primary question in each proceeding is 





of operating revenues, 42 per cent); Re Il- 
linois Iowa Power Co. (1939) 4 SEC 803, 
28 PUR(NS) 149 (ratio of fixed gross 
utility assets, 38 per cent; ratio of operating 
revenues, 39 per cent). The legislative his- 
tory of the act supports the view that applica- 
tions cannot be granted under this section 
where the assets or revenues of the subsidiary 
are substantial in relation to those of the par- 
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ent. As stated in the Senate Report (74th 
Cong. Ist Sess. Rep No. 621, p. 24), § 3(a) 
(2) is applicable only where “the company is 
itself a utility, being a holding company only 
in form by reason of the fact that it has one 
or more minor subsidiary utilities.” (Italics 
added). The House Report contains similar 
language (74th Cong. Ist Sess. Rep. No. 
1318, p. 10). 
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whether a control relationship exists between the applicant and one or 
more of the other companies named in the applications and the applica. 
tions will require the presentation of common background evidence, p, 


207. 


Intercorporate relations, § 19.2 — Holding company relationship — Consolida- 
tion of hearings — Presentation of evidence. 
2. An order consolidating hearings on several applications by inter-related 
companies, under § 2 and § 3 of the Holding Company Act, 15 USCA 
§§ 79b, 79c, was modified to provide that findings on the § 2 applications 
would be issued prior to presentation of evidence bearing exclusively on 
the § 3 applications, and also to provide that counsel segregate as far as 
possible the presentation of evidence pertaining to the § 2 applications, 


~~ earn = |? |e 83S = FF 


p. 208. 


[June 13, 1940.] 


ewan to revoke or amend order for consolidation of hear- 
ings under §§ 2 and 3 of the Holding Company Act, 15 
USCA §§ 79b, 79c; order modified. 


APPEARANCES: Thomas J. Michie, 
James S. Eastham, and C. M. Crick, 
for Koppers United Company, Kop- 
pers Company, Fuel Investment As- 
sociates, and Eastern Gas and Fuel 
Associates; J. A. Dykman, for the 


Brooklyn Union Gas Company; 
Henry F. Knight, for Brockton Gas 
Light Company; Leonard Acker- 
mann, and J. Butler Walsh, for the 
Public Utilities Division of the Com- 
mission. 


By the Commission: This matter 
is before the Commission on motions 
filed on May 16, 17, and 20, 1940, to 
revoke or amend an order dated May 
10, 1940, consolidating 10 applications 
for the purpose of hearing. Briefs 
were submitted and oral argument was 
presented to the Commission on June 
5, 1940. The applications pertain to 
the following matters arising under 
the Public Utility Holding Company 
Act of 1935: 

(1) File No. 31-482. Application 
by Koppers United Company pursuant 
to § 2(a) (8), 15 USCA § 79b (8), 


for an order declaring that United 
Light and Power Company is not a 
subsidiary of Koppers United Com- 
pany ; 

(2) File No. 31-481. Application 
by Koppers United Company pur- 
suant to § 2(a) (8), supra, for an 
order declaring that the Brooklyn 
Union Gas Company is not a subsid- 
iary of Koppers United Company; 

(3) File No. 31-467. Application 
by the Brooklyn Union Gas Company 
pursuant to § 2(a) (8), supra, for an 
order declaring that the Brooklyn 
Union Gas Company is not a subsid- 
iary of Koppers Company or of Kop- 
pers United Company ; 

(4) File No. 31-165. Application 
by Koppers Company pursuant to § 2 
(a) (7), 15 USCA § 79b (7), for an 
order declaring that Koppers Compa- 
ny is not a holding company ; 

(5) File No. 31-484. Application 
by Eastern Gas and Fuel Associates 
pursuant to § 2(a) (8), supra, for an 
order declaring that Eastern Gas and 
Fuel Associates is not a subsidiary of 
Koppers Company ; 
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(6) File No. 31-483. Application 
by Koppers United Company, Fuel In- 
yestment Associates, and Eastern Gas 
and Fuel Associates pursuant to § 2 
(a) (8), supra, for an order declaring 
that Brockton Gas Light Company is 
not a subsidiary of Koppers United 
Company, Fuel Investment Associates 
or Eastern Gas and Fuel Associates ; 

(7) File No. 31-473. Application 
by Brockton Gas Light Company pur- 
suant to § 2(a) (8), supra, for an 
order declaring that Brockton Gas 
Light Company is not a subsidiary of 
Eastern Gas and Fuel Associates, Fuel 
Investment Associates, Koppers Unit- 
ed Company, “or any other Person, 
Firm or Corporation” ; 

(8) File No. 31-167. Application 
by Koppers United Company pursuant 
to §§ 3(a) (1), 3(a) (3) (A), and 3 
(a) (3) (B), 15 USCA § 79c, for an 
order exempting Koppers United 
Company and every subsidiary com- 
pany thereof as such, from all of the 
provisions of the act; 

(9) File No. 31-162. Application 
by Fuel Investment Associates pur- 
suant to §§ 3(a) (1), 3(a) (3) (A), 
and 3(a) (3) (B), supra, for an or- 
der exempting Fuel Investment As- 
sociates and every subsidiary company 
thereof as such, from all of the provi- 
sions of the act; 

(10) File No. 31-164. 


Applica- 
tion by Eastern Gas and Fuel Asso- 
ciates pursuant to §§ 3(a) (1), 3(a) 
(3) (A), and 3(a) (3) (B), supra, 
for an order exempting Eastern Gas 
and Fuel Associates and every sub- 


UNITED CO. 


sidiary company thereof as such, from 
all of the provisions of the act. 


[1] Our rules of practice provide 
that the Commission may in its discre- 
tion order consolidation of proceed- 
ings for the purpose of hearing when 
the proceedings involve a common 
question of law or fact.1. We think 
it is clear that there are common ques- 
tions of law and fact in these proceed- 
ings which justify the order for con- 
solidation. The primary question in 
each of the proceedings is whether a 
control relationship, within the mean- 
ing of the act, exists between the ap- 
plicant and one or more of the other 
companies named in the applications. 
Moreover, Appendix A, attached 
hereto, shows that Koppers United 
Company has a direct or indirect stock 
interest in each of the companies in- 
volved, and, in illustrating the inter- 
relationship of the various companies 
with respect to stockholdings, makes 
it clear that the applications will re- 
quire the presentation of common 
“background evidence.” In addition, 
the § 3 application by Koppers Unit- 
ed Company for an order exempting 
it and its subsidiaries from all provi- 
sions of the act will involve, to a con- 
siderable degree, questions presented 
in each of the other nine applications. 
Thus, we think it clear that unneces- 
sary costs and delay will be avoided if 
evidence is presented in a single con- 
solidated proceeding rather than in 
some eight or ten separate proceed- 
ings. Of course, it is true that some 
evidence adduced in connection with 





1Rule XVIII provides: “By order of the 
Commission, or upon agreement between the 
parties and counsel to the Commission, pro- 
ceedings involving a common question of law 
or fact may be joined for hearing of any or 
all the matters in issue in such proceedings 
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and such proceedings may be consolidated; 
and the Commission may make such orders 
concerning the conduct of such proceedings 
as may tend to avoid unnecessary costs or 
delay.” 
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a particular § 2 application may have 
no bearing upon another § 2 applica- 
tion, but, in our opinion, the overlap- 
ling questions in the § 2 applications 
and the common questions which arise 
between each § 2 proceeding and the 
§ 3 application of Koppers United 
Company clearly provide sufficient 
basis for the order of consolidation. 


We would not be disposed to deny 
these motions, however, if we were 
convinced that any applicant would be 
seriously prejudiced by the order of 
consolidation. 

[2] Counsel representing Koppers 
United Company, Koppers Company, 
Fuel Investment Associates, and East- 
ern Gas and Fuel Associates conceded 
at the argument before the Commis- 
sion that these applicants had no ob- 
jection to consolidation of the § 2 
proceedings and admitted that counsel 
for these companies intended, in any 
event, to be present throughout the 
introduction of evidence on all of the 
applications under both § 2 and § 3. 
The only substantial objection urged 
on behalf of these companies stems 
from the fact that the § 3 proceedings 
will necessitate inquiry into the income 
received, directly or indirectly, by 
these applicants from each of their 
public utility subsidiaries. Counsel 
have pointed out the material burden 
which is imposed if these applicants 
are required to present their § 3 cases 
on a variety of assumptions based on 
all conceivable determinations by the 
Commission of the status of the vari- 
ous companies involved in the § 2 ap- 
plications. We think this point is well 
taken and we believe our order should 
be modified to provide that our find- 
ings on the § 2 applications will be is- 
sued prior to the presentation of evi- 
35 PUR(NS) 


dence bearing exclusively on the § 3 
applications. This does not require 
that the § 2 and § 3 proceedings must 
be mutually independent. Counsel's 
objection may be met and the benefits 
of consolidation retained if evidence 
bearing on the § 2 applications is first 
introduced and the presentation of evi- 
dence bearing exclusively on the § 3 
proceedings is deferred until the issu- 
ance of our findings on the § 2 applica- 
tions. The evidence adduced in the 
hearing on the § 2 applications, much 
of which will undoubtedly be pertinent 
to the § 3 proceedings, will remain 
part of the consolidated record, but, of 
course, will be considered by the Com- 
mission in making its findings, only so 
far as it is relevant. 

We do not believe that Brockton 
Gas Light Company and the Brooklyn 
Union Gas Company whose § 2(a) 
(8) applications have been consolidat- 
ed with the other applications herein § 
involved are seriously prejudiced by 
our order. They will have a full and 
fair opportunity to introduce their evi- 
dence before the trial examiner and to 
present oral argument and briefs to 
the Commission. To alleviate the in- 
convenience which may be created by 
the consolidated hearings, however, 
we shall incorporate in our order of 
consolidation the agreement proposed 
by counsel for the public utilities divi- 
sion. The trial examiner will be di- 
rected to require counsel to segregate, 
as far as possible, the presentation of 
the evidence pertaining to the § 2 ap- 
plications relating to these companies. 
Thus, counsel for Brockton Gas Light 
Company and the Brooklyn Union 
Gas Company need be present during 
the principal presentation of evidence 
on the applications relating to their 
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clients. At all other times their con- 
tinued presence at the hearings will 
not be required, since counsel for the 
public utilities division will be obliged 
to give adequate notice and afford a 
fair opportunity to each applicant for 
cross-examination or rebuttal with re- 
spect to evidence relating to such ap- 
plicant which is offered other than in 
the course of the principal presenta- 
tion relating to such applicant’s case. 
In this way we believe that a practical 
segregation can be achieved which will 
meet counsel’s objections and still pre- 
serve the benefits of consolidation of 
the hearings. 

It is perhaps unnecessary to note 
that the mere consolidation of these 
matters for hearing and our disposi- 
tion of these motions are not meant to 
indicate, in any way, prejudgment of 
the substantive issues raised by the 
applications. 


In the light of the foregoing, we 
deny the motions to revoke or amend 


the order of consolidation. We hold, 
however, that the order should be 
modified as indicated. 

An order in accordance with this 
opinion will issue. 


ORDER 


Whereas, the Commission has is- 
sued an order dated May 10, 1940, 
consolidating for the purpose of hear- 
ing, certain applications filed under 
§§ 2(a) (7), 2(a) (8), 3(a) (1), 3 
(a) (3) (A), and 3 (a) (3) (B) of 
the Public Utility Holding Company 
Act of 1935, 15 USCA §§ 79b, 79c; 
and 

Whereas, the applicants have moved 
to revoke or amend the consolidation 
order and have submitted briefs and 
oral argument on such motions; and 
[14] 
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The Commission being fully ad- 
vised in the premises and having this 
day filed its opinion with respect to 
said motions; 

It is ordered that the motions to re- 
voke or amend the consolidation order 
of May 10, 1940, be and they are here- 
by denied. 

It is further ordered that the con- 
solidation order of May 10, 1940, be 
and the same is hereby modified to 
provide as follows: 

(1) All applications included in 
said consolidation order which have 
been filed pursuant to § 2 of the act 
will be determined prior to the presen- 
tation of evidence relating exclusive- 
ly to applications included in said con- 
solidation order which have been filed 
pursuant to § 3 of the act; the evi- 
dence adduced in the proceedings on 
the applications filed pursuant to § 2 
will so far as relevant, constitute part 
of the record in the proceedings on 
the applications filed pursuant to § 3; 

(2) The trial examiner is directed 
to require that counsel for the Public 
Utilities Division and counsel for the 
applicants shall segregate, as far as 
possible, the presentation of their evi- 
dence on the applications filed pur- 
suant to § 2 of the act in accordance 
with the following groupings: 


(a) File No. 31-483, File No. 31-473 

(b) File No, 31-481, File No. 31-467 

(c) File No. 31-482, File No. 31-165, 
File No. 31-484. 


(3) Counsel for the public utilities 
division is directed to give adequate 
notice and afford a fair opportunity to 
each applicant for cross-examination 
or rebuttal with respect to any evi- 
dence relating to such applicant which 
is offered at any time other than in 
the course of the principal presenta- 
tion relating to such applicant’s case. 
35 PUR(NS) 
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SIERRA PACIFIC POWER. CO. v. CITY OF RENO 


UNITED STATES DISTRICT COURT, D. NEVADA 


Sierra Pacific Power Company 


City of en et al. 


[No. C-29.] 
(33 F Supp 878.) 


Rates, § 267 — Prohibition against meters — Validity — Waste of water. 
A statute making it unlawful for a public utility company to meter water 
is not unconstitutional as applying to a company furnishing water service 
in a city where practically all of the water used, except for the purpose 
of irrigation, is returned by means of sewerage to the river and becomes 
available in supplying needs for irrigation at various points down the course 
of the river, as against a contention that metering prevents waste of water. 


[June 28, 1940.] 


pe challenging the constitutionality of statute prohibiting 


metering of water; 


APPEARANCES: Thatcher & Wood- 
burn, of Reno, Nev., for plaintiff; 
Douglas Busey, City Attorney, and 
George Springmeyer, both of Reno, 
Nev., for defendant. 


Norcross, D. J.: This suit was 
tried and submitted upon a supple- 
mental complaint and answer there- 
to, filed subsequent to the decision of 
this court and, upon the appeal there- 
from, the decision of the circuit court 
of appeals (1930) 44 F(2d) 281. 

The supplemental complaint is based 
on the alleged unconstitutionality of 
a subsequent amendment to the State 
Public Utility Act, Comp. Laws Nev. 
§ 6112, reading as follows: “provid- 
ed, that it shall be unlawful for any 
public utility, for any purpose or ob- 
ject whatever, in any city or town 
containing more than 4,500 inhabit- 
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complaint denied without prejudice. 


ants, to install, operate, or use, with- 
in such city or town, any mechanical 
water meter, or similar mechanical 
device, to measure the quantity of wa- 
ter delivered to water users; : 

Plaintiff is a public utility, and it 
and its predecessors have, since De- 
cember, 1874, been engaged in sup- 
plying water to the inhabitants of the 
town, now city, of Reno for domestic 
and other purposes. During that pe- 
riod of time the population, so sup- 
plied, has gradually increased from 
about 2,000 to about 21,000. 

It is contended that the meter system 
is the most accurate method of deter- 
mining the amount of water consumed 
by patrons of the utility and whether 
waste is permitted by any particular 
patron or patrons. It is not contend- 
ed, however, that the plaintiff is not 
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now possessed of any ample supply 
of water and that the system of deter- 
mining rates does not provide an ade- 
quate revenue. 

The answer to the supplemental 
complaint alleges the amendment of 
the statute in question to be “a rea- 
sonable and necessary police regula- 
tion for the general welfare 
of the people of the state of Nevada 
in that said regulations are necessary 
for the preservation of the trees, 
shrubbery, lawns, and other vegetation 
in the naturally dry and arid regions 
of the state of Nevada, in which the 
city of Reno is located; that if the 
water meters and measuring devices 

are installed and maintained by 
plaintiff, many water consumers in the 
city of Reno will use an insufficient 
quantity of water for the irrigation of 
said trees, shrubbery, lawns, and veg- 
etation with the result that much of 
said verdure will suffer and die, to the 
detriment of the people of the state of 
Nevada and against their general wel- 
fare.” 

On behalf of plaintiff it is urged 
that the meter “is the only efficient 
method yet devised for accurately 
measuring the quantity of water serv- 
ice.” Counsel quote from Pond on 
Public Utilities, 700, reading: “ ‘A 
public utility is bound to serve any 
member of the public who makes 
proper application for service in ac- 
cordance with reasonable rules and 
regulations. The meter is the most 
efficient method yet devised for ac- 
curately measuring the quantity of 
such service. The meter prevents ex- 
travagant use or needless waste of 
such service, which frequently occurs 
when the flat rate method is employed 
35 PUR(NS) 


for determining the amount due for 
the service.’ ” 


From quotations from authorities 
cited on behalf of plaintiff the follow. 
ing is taken from Farkas v. Albany 
(1914) 141 Ga 833, 834, 82 SE 144 
145, LRAI915A 320, Ann (Cas 
1915C 1195: “In Mallon v. Water 
Comrs. supra ([1910] 144 Mo App 
104, 128 SW 764), Ellison, J., thus 
aptly stated a reason for granting 
power to a city to select water meters 
and install them in residences, at the 
expense of the consumer: ‘It is a 
matter of common knowledge that 
where water is supplied without limit, 
at a stated price, many consumers 
waste it. The knowledge that the 
quantity used will not affect the price 
begets indifference and _ encourages 
negligence. Nothing affords a better 
check on this fault of a large part of 
the human family than self-interest. 


So, therefore, the installation of de- 
vices through which it may be known 
what quantity of water a person uses, 
and whereby he may be required to 
pay in proportion to the quantity, are 
considered to be reasonable regula- 


tions. The good effect of such regu- 
lation is double; it leads to the pay- 
ment by each person for the quantity 
he consumes, and it protects the gen- 
eral supply.’ ” 

While it may be conceded that the 
use of meters may have the effect of 
reducing the amount of water used by 
the inhabitants of the city of Reno 
and thus protecting the plaintiff's 
rights of appropriation of a portion of 
the waters of the stream system, it 
does not follow that the situation here 
presented is similar to that where the 
water used continues to perform no 
useful and valuable service after city 
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SIERRA PACIFIC POWER. CO. v. CITY OF RENO 


yses are supplied. While, as said in 
the Albany Case, supra, “a large part 
of the human family” is subject to the 
“fault” that “knowledge that the 
quantity used will not affect the price 
begets indifference and encourages 
negligence” and that the meter, as a 
measure of water consumed, affords 
acheck on this fault by reason of “‘self 
interest.” What in effect is contend- 
ed to be the basis of the statute here 
in question is that the self-interest of 
water consumers in a city in the arid 
region where water must be used for 
irrigation as well as domestic pur- 
poses will, if meters are permitted as 
a measuring device, cause a curtail- 
ment in the use of water for irriga- 
tion purposes which will seriously af- 
fect the public interest. 

The city of Reno, now having a 
population in excess of 20,000, is not 
in any large sense a manufacturing 
city. It comes within a limited class 
of cities regarded in the main as 
home or residential cities. Here is 
located the state university. Its public 
school system and facilities therefor 
are among the best. In the residential 
section is found attractive homes sur- 
rounded by lawns, shrubbery, and 
flowers. The streets generally are 
lined with beautiful trees. Federal, 
state, county, and city public buildings 
are usually supplied with lawns and 
trees and the city maintains a num- 
ber of parks with trees, shrubbery, 
lawns, and flowers, all requiring ir- 
tigation. All this situation affords 
an attraction to the home seeker. As 
the city has grown in size it has ex- 
tended into the farming area. Water 
theretofore used for the irrigation of 
such area continues to be available for 
a similar purpose. 


Attention is also called to an ex- 
pression in the opinion of Judge Far- 
rington of this court in the case of 
Reno Power, Light & Water Co. v. 
Nevada Pub. Service Commision 
(1921) 300 Fed 645, 650, reading: 

about 4 cubic feet per second 
is wasted in some 450 toilets through 
which water is permitted to flow con- 
stantly. For this waste the users of 
such toilets are primarily responsible, 
but the initiative in stopping the waste 
is probably with the company. The 
flow of water beneficially used by the 
people of Reno and Sparks thus aver- 
ages about 10 cubic feet per second.” 

In the case last above mentioned, 
decided in the year 1920, this court 
was dealing with the question of the 
enforcement of a schedule of rates and 
charges for water in pursuance of an 
order made by the Public Service 
Commission of Nevada. The use of 
the expression “waste” therein has re- 
lation to the plaintiff company’s rights 
in respect to water supply. The case 
now before the court presents a dif- 
ferent question in respect to the use 
of the term “waste” than that consid- 
ered in the foregoing citations. The 
Truckee River System is not only the 
source of supply of water for the in- 
habitants of the city of Reno and the 
adjacent city of Sparks but, also, the 
source of supply of water for irriga- 
tion of Truckee Meadows, the valley 
surrounding the city, irrigable lands 
along the river to the east of the val- 
ley, inclusive of the Pyramid Lake 
Indian Reservation and the Govern- 
ment Reclamation Project near Fal- 
lon in Churchill county, approximately 
60 miles easterly of Reno. The 
Truckee river flows through approxi- 
mately the center of the city of Reno. 
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Practically all of the water used by 
the inhabitants of the city of Reno ex- 
cept for the purpose of irrigation is, 
shortly after use, by means of sewer- 
age, returned to the Truckee river 
and becomes available in supplying 
the needs for irrigation at various 
points down the course of the river. 
Water used for irrigation of lawns, 
trees, shrubbery, and flowers, except- 
ing that portion absorbed by plant 
consumption or lost by evaporation, 
also, finds its way through seepage 
back into the river. It is estimated 
that about 50 per cent of the water so 
used is returned to the river. 


DISTRICT COURT 


There exists, therefore, a different 
state of facts and situation to deal 
with than considered in the authorities 
cited by plaintiff. Pacific Live Stock 
Co. v. Read (1925) 5 F(2d) 466, 
Where such a situation exists the rule 
stated by the Supreme Court in 
Cohens v. Virginia (1821) 6 Wheat 
(19 US) 264, 399, 5 L ed 257, 
becomes applicable. 

The prayer of plaintiff’s complaint, 
for the reasons stated, is denied with- 
out prejudice to any rights which in 
the future may exist by reason of any 
change in conditions. Defendants are 
granted judgment for costs. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Pennsylvania Public Utility Commission 


Vv 


Robinson Brothers ‘Trsedie Company 


[Complaint Docket No. 13308.] 


Certificates of convenience and necessity, § 22 — Commission powers — Revoca- 


tion. 
1. The Commission has as full 


power to revoke a certificate as it has to 


grant it upon due cause being shown, since the granting thereof does not 
vest an indefeasible right in the certificate holder, p. 215. 


Franchises, § 54 — Forfeiture — Misuser or nonuser. 


2. Franchises may be lost by mi 


suser or nonuser, p. 215. 


Certificates of convenience and necessity, § 147 — Revocation — Withholding of 


moneys. 


3. The withholding of c.o.p. charges collected by a carrier for shippers 
constitutes ground for revocation of the carrier’s certificate in the interest 


of the public, p. 215. 


[July 23, 1940. Rehearing denied September 30, 1940.] 


H 


rier was withholding c.o 


EARING on Commission motion to determine whether car- 


.D. charges collected for shippers 


and to ascertain whether carrier's certificate should be revoked; 
revocation ordered. 
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By the Commission: H. R. Rob- 
inson and Oliver B. Robinson, co- 
partners, trading and doing business 
as Robinson Brothers, are the holders 
of a certificate of public convenience 
issued September 15, 1936. The cer- 
tificate authorizes transportation of 
property as a Class D carrier between 
points in the borough of Burgetts- 
town, Washington county, and with- 
in 15 miles thereof, and as a Class 
A carrier between Pittsburgh and 
Burgettstown and intermediate 
points. 

Following submission of complaints 
to the Public Utility Commission from 
shippers in the Pittsburgh area that 
Robinson Brothers were withholding 
c.0.D. charges collected by the carrier 
for shippers, an investigation upon 
Commission motion was instituted on 
November 14, 1939. The purpose of 
the investigation proceeding was to 


inquire into the complaints made, and 


to determine whether Robinson 
Brothers are fit and proper parties to 
continue to hold a certificate of pub- 
lic convenience and to exercise the 
rights and authority granted thereby. 

A hearing on the order of investi- 
gation was held in Pittsburgh on Jan- 
uary 24, 1940, at which time H. R. 
Robinson who appeared for the cer- 
tificate holders was confronted with 
the testimony of representatives of 
seven shippers in the Pittsburgh area 
who had used Robinson Brothers’ 
service. These shippers testified that 
C.0.D. charges due their companies had 
been withheld from one to nine months 
before payment and that determined 
and persistent demands for payment 
in the interval were unavailing. Of 
the seven shippers who appeared at 
the hearing, three testified that 
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charges ranging from three to nine 
months overdue had not been re- 
turned up to the time of hearing. 

Commission exhibits in the form of 
copies of Commission letters to Rob- 
inson Brothers, and admittedly re- 
ceived by H. R. Robinson, estab- 
lished that demands for explanation 
of the practice of withholding ship- 
per moneys had never been acknowl- 
edged. These letters covered a peri- 
od of approximately one year. H.R. 
Robinson admitted that c.o.p. charges 
had been withheld and offered no ex- 
planation other than a vague and un- 
convincing statement, the effect of 
which was that some of the money 
may have been appropriated by his 
son. 

[1-3] It has been held that the 
Commission has as full power to re- 
voke a certificate as it has to grant it, 
upon due cause being shown, and that 
granting of a certificate of public con- 
venience does not vest an indefeasible 
right in the certificate holder. Day v. 
Public Service Commission (1933) 
107 Pa Super Ct 461, 464, 1 PUR 
(NS) 109, 164 Atl 65. 

While a certificate of public con- 
venience may in a sense involve a 
right in the nature of a franchise, it 
does not follow that a certificate can- 
not be destroyed or revoked when its 
destruction is in the interest of the 
public. It is a tacit condition an- 
nexed to grants of franchises, that 
they may be lost by misuser or non- 
user. New York Electric Lines Co. 
v. Empire City Subway Co. (1914) 
235 US 179, 194, 59 L ed 184, 35S 
Ct 72, Ann Cas 1915A 906. See also 
Diehl v. Public Service Commission 
(1918) 69 Pa Super Ct 419 and Hu- 
bert v. Public Service Commission 
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(1935) 118 Pa Super Ct 128, 180 Atl volved in this proceeding, we are con- 
23. In our opinion, withholding of vinced and therefore find that H. R. 
moneys belonging to persons using the Robinson and Oliver B. Robinson, 
certificate holders’ service amounts to trading and doing business as Robin- 
such serious misuser of the authority son Brothers are not fit and proper 
granted as to call for revocation of persons to continue to hold a certifi- 
that authority in the interest of the cate of public convenience as a com- 
public. mon carrier of property and to exer- 

Under the circumstances and after cise the rights and authority inherent 
full consideration of the matters in- therein. 





SECURITIES AND EXCHANGE COMMISSION 


Re Beebee Island Corporation 


[File No. 31-468, Release No. 2239.] 


Intercorporate relations, § 14.1 — Subsidiary status — Control — Comparison of 
voting rights. 


1. The question of the extent of public utility control or controlling inflv- 
ence which may be exercised over a corporation developing water power 
for stockholder customers who have pooled their riparian rights in the cor- 
poration can best be measured by a comparison of the voting rights of 
— electric corporations with the other stockholder customers, 
p. 217. 


Intercorporate relations, § 19.21 — Subsidiary status — Water-power developer 
— Control. 


2. A corporation organized to develop water power for stockholder custom- 
ers who have pooled their riparian rights in the corporation should be 
granted a declaration, pursuant to § 2(a)(8) of the Holding Company Act, 
that it is not a subsidiary of stockholder customers which are electric cor- 
porations owning insufficient stock to exercise control, p. 217. 


[August 14, 1940.] 
F  aieuangnny pursuant to § 2(a)(8&) of the Holding Com- 
pany Act, for order declaring power producing corpora- 
tion not to be a subsidiary of certain electric corporations and 
their parent companies; application granted. 
¥ 


APPEARANCE: J. Butler Walsh of By the Commission: Beebee Is- 
the Public Utilities Division of the land Corporation filed an application 
Commission; no appearance for Bee- with the Commission pursuant to § 2 
bee Island Corporation. (a) (8) of the Public Utility Holding 
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Company Act of 1935, 15 USCA § 79 
b (a) (8) for an order declaring it 
not to be a subsidiary company of 
Central New York Power Corpora- 
tion, Niagara Hudson Power Corpo- 
ration, the United Corporation, Niag- 
ara Share Corporation of Maryland, 
Aluminum Company of America, the 
United Gas Improvement Company, 
and Knowlton Brothers, Inc. 

A hearing on the application was 
duly held after appropriate notice. 
The Commission after examining the 
record makes the following findings: 

[1, 2] Beebee Island Corporation 
(hereinafter referred to as “appli- 
cant” ) was organized under the laws of 
the state of New York in February, 
1919, by the owners of water-power 
sites on Beebee island, a small island in 
the Black river in the city of Water- 
town, New York, and on the north and 
south banks of the Black river adja- 
cent to Beebee island. The principal 
reason for the organization of appli- 
cant was to end disputes and litiga- 
tion which had arisen among these 
persons and to develop the water pow- 


er available at this site through the 
construction and operation of a hydro- 
electric plant. The shares of stock of 
applicant are presently held as fol- 
lows: * 

It was agreed among the stockhold- 
ers of applicant that the electric en- 
ergy generated at the plant to be con- 
structed should be delivered to the 
respective parties in proportion to 
their stockholdings. 

The hydroelectric plant contemplat- 
ed by the agreement between the par- 
ties was erected and regular operation 
thereof first commenced on January 4, 
1932. The cost of construction of this 
plant was paid by the stockholders pro 
rata on the basis of their respective 
power percentages. Applicant has no 
net income, its expenses of operation 
being paid pro rata by its stockholders. 

The board of directors of applicant is 
composed of seven men, four of whom 
Messrs. J. D. Cartin, R. J. For- 
tune, L. K. Sillcox, and G. H. Tomp- 
kins are representatives of the New 
York Air Brake Company, and only 
one, S. H. Abbey, is a representative 





1The original stockholders of applicant and their holdings were as follows: 


Name 


The New York Air Brake Company 
Northern New York Utilities, Inc.* 


Knowlton LOO eS te eerenrerre reer 
Hattie C. Wise and J. B. Wise, Inc. .......0.. 


George A. Lance 
A. H. Herrick and George W. Knowlton 


Peers eeereeeee 


eeersesseeseeee 


Total 
4,558.5 


Preferred 
1,079.5 
464.5 
244.5 
14.5 
5 
192 


2,000 


Common 


* A predecessor company of Central New York Power Corporation. 


Name 


The New York Air Brake Company 
Central New York Power Corporation 


OWitork EeOtheEs: Ne. cious sees ce cucweee es 


Hattie C. Wise 
A. H. Herrick & Son .... 
George A, Lance Estate 


Common* Preferred* Total % 
1,240 5,483 60.92 
464.5 1,997.5 22.19 
281 1,265 14.06 
14.5 252.5 2.80 
0 1 01 
0 1 01 


2,000 9,000 100 





*The common and preferred shares have equal voting rights. 
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of Central New York Power Corpora- 
tion. G. S. Knowlton, also a member 
of the board as a representative of 
Knowlton Brothers, Inc., is president 
of applicant, a position to which no 
salary attaches. 

All of the energy generated by 
applicant is delivered by it at the 
busbar of Central New York Pow- 
er Corporation, located near the 
station of applicant, for distribu- 
tion by that corporation to the 
“stockholder customers” of appli- 
cant in accordance with the percen- 
tage of their stock ownership. The 
electric energy not used by them is 
purchased by Central New York Pow- 
er Corporation in accordance with the 
terms of contracts entered into be- 
tween that corporation and such per- 
sons individually. For its services in 
maintaining switching equipment and 
meters and in transmitting the electric 
energy generated by applicant, Central 
New York Power Corporation is paid 
$1,650 a year by applicant. 

In view of the nature and char- 
acter of applicant’s business; in effect, 
a cooperative device whereby owners 
of riparian rights have pooled their 
rights so that the water power can be 
developed most efficiently, and in view 
of the manner in which applicant car- 
ries on its business, the question of the 
extent of control or a controlling in- 
fluence which may be exercised over 
applicant by Central New York Power 
Corporation or by Knowlton Broth- 
ers, Inc., can, in our opinion, best 
be measured by a comparison of their 


voting rights with the other stock. 
holders. As shown above, 60 per cent 
of the voting securities are owned by 
one stockholder, the New York Air 
Brake Company, which admits that it 
controls applicant. 

Upon consideration of all these fac- 
tors, the Commission makes the find- 
ings specified in § 2(a) (8) of the 
act and grants the application that 
applicant be declared not a subsidiary 
of Knowlton Brothers, Inc., Central 
New York Power Corporation, and 
its parent companies, Niagara Hudson 
Power Corporation, and the United 
Corporation. Applicant also asks that 
it be declared not a subsidiary of 
Niagara Share Corporation of Mary- 
land, Aluminum Company of Ameri- 
ca, and the United Gas Improvement 
Company, which it states have large 
holdings in the voting securities of 
Niagara Hudson Power Corporation. 
From the filings made by Niagara 
Hudson Power Corporation with this 
Commission, it does not appear that 
any one of such companies owns as 
much as 10 per cent of the voting se- 
curities of Niagara Hudson Power 
Corporation, and hence none of such 
companies is a holding company with 
respect to Beebee Island Corporation. 
It is therefore unnecessary at this time 
for us to find that applicant is not 
a subsidiary of such companies if no 
one of them owns 10 per cent of the 
voting securities of Niagara Hudson 
Power Corporation. 

An appropriate order will issue. 
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WISCONSIN PUBLIC SERVICE COMMISSION 


Re Wisconsin Valley Improvement 


Company 


[2-SB-159.] 


Security issues, § 82 — Bonds to retire stock — Statutory requirements. 
A certificate should be granted authorizing the issuance of securities, includ- 
ing the issuance of bonds partially for the purpose of retiring common 
stock, where there is nothing in the proposal contrary to the provisions of 
the applicable state law, although the Commission does not favor the re- 
tirement of common stock by the issuance of securities senior thereto. 


[July 29, 1940.] 


F prennee for authority to issue common stock and bonds; 
application granted. 


¥ 


By the Commission: On July 10, The pending application is present- 
1940, Wisconsin Valley Improvement ed to the Commission pursuant to the 
Company filed with the Commission provisions of Chap. 335 of the laws 
an application for authority to issue Of 1907, as amended, particularly by 
$715,000 par value of its class A com- Chap. 497 of the laws of 1939. That 
mon stock, $85,000 par value of its portion of the present act, under 
class B nonvoting common stock, and which the authority of the Commis- 
$1,100,000 principal amount of its 3} S!0" 18 now requested, provides as fol- 


per cent first mortgage bonds, due in lows: . 
1965 for the following purposes: “Section 7(2). . . . No capital 
tides de aia amauta stock or bonds or other obligations of 
” deats to te enna os eueenee the company shall be issued until the 
for a like amount of common proposed issue thereof shall have been 


stock of $100 per share $715,000 : cic 
2 Giae © anevedine dommes cick submitted to the Commission, and the 


to be issued as «. stock dividend 85,000 Commission shall have ascertained, 


3. Bonds to be issued: i i 
Fe mace 1 ts taint determined and certified that the pro- 


‘ ies series A —_ ° 250,000 posed issue will be in consideration 
. 10 retire presently outstand- i 
ing series 3 ew 4 302,000 of sania ha labor, or property estimat- 
c. To sees $135,000 of the a ed at its true money value actually 
ent class A common stock .. A 2 ; 

d. To retire $350,000 of the pres- received by said company, and it shall 
at —_ B common stock .. 7 be the duty of the Commission to act 
» LO *,° 

a ee promptly on any such proposition sub- 


Total bonds $1,100,000 mitted.” 
Tat meio $1,900,000 “Section 8(1). The company shall 
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have the power, upon procuring au- 
thority therefor from the Commis- 
sion, to issue for its corporate pur- 
poses its bonds or other obligations in 
such amount as the company shall de- 
termine and the Commission approve, 
bearing interest at the rate of not to 
exceed 6 per cent per annum, and to 
secure payment thereof by pledge, as- 
signment, mortgage, or trust deed of 
its property. 

“(2). The company may, by ac- 
tion of its board of directors, provide 
that in the retitement of said bonds or 
other obligations (principal and inter- 
est) it may issue stock of the com- 
pany to the amount of said payments 
which may have been heretofore, and 
shall be hereafter made, retiring said 
bonds or other obligations as they be- 
come due, at such times and in such 
manner as said board may determine.” 


With the application the company 
submitted its balance sheet as of May 
31, 1940. This is shown below as 
table I: 


TABLE I 
Balance Sheet as of May 31, 1940 


Assets : 
Property, plant, and equipment $1,827,578.93 
Current assets 50,313.84 
Prepaid expenses 1,666.69 
Tolls accrued 109,343.00 


$1,988,902.46 


Liabilities : 
Common stock—voting 
Common stock—nonvoting ... 
Bonds, series A 
Bonds, series B 
Current liabilities 
Accrued liabilities 
Surplus 


$850,000.00 
350,000.00 
250,000.00 
302,000.00 
22,009.00 
49,402.19 
165,491.27 


$1,988,902.46 


It will be seen from the above table 
that the company now has a total of 
$1,200,000 of common stock and 
$552,000 of bonds outstanding. In 
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substance, therefore, the purpose of 
the proposed $1,100,000 bond issue 
is to retire the $552,000 of bonds, 
$485,000 of common stock, and pro- 
vide $63,000 of additional funds for 
other corporate purposes. There will 
remain then $715,000 of common 
stock of the par value of $100 per 
share which the applicant proposes to 
retire by the issuance of a like amount 
of Class A common stock of $10 per 
share. Concurrently, the company 
proposes to issue $85,000 of Class 
B nonvoting stock to the holders of 
the new $715,000 of Class A common 
stock as a stock dividend. 


The issuance of $1,100,000 of 
bonds will result in a debt ratio of 58 
per cent to total capitalization as com- 
pared to a ratio of 31 per cent at the 
present time and a common stock ratio 
of 42 per cent compared to 69 per cent 
of the present capitalization. Hov- 
ever, the company proposes to retire 
$25,000 principal amount of bonds 
annually, which will gradually bring 
the bond ratio to a more conservative 
percentage. 


This is the first application by the 
company under the special act of the 
legislature quoted above and an analy- 
sis of the act indicates that the Com- 
mission lacks some of the jurisdiction 
and is required to make different stat- 
utory findings than are required un- 
der the provisions of Chap. 184 of the 
statutes regarding security issues of 
public service corporations. 


Although the Commission does not 
favor the retirement of common stock 
by the issuance of securities senior 
thereto, inasmuch as we do not find 
anything in the proposal now before 
us which is contrary to the provisions 
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of the act, it appears that a certificate 
of the Commission should be issued. 


Certificate 


The Commission therefore ascer- 
tains, determines, and certifies that 
the proposed issue of $715,000 par 
value of Class A common stock, $85,- 
000 par value of Class B common 
stock, and $1,100,000 principal 
amount of first mortgage 34 per cent 
bonds, series A, will be in considera- 
tion of money, labor, or property es- 
timated at its true money value ac- 
tually received or to be received by 
said company as follows: 

1. Said $1,100,000 principal 
amount of first mortgage 34 per cent 
bonds, series A, dated August 1, 
1940, maturing at the rate of $25,000 
per year for the first twenty-four 
years after the date thereof, and 
$500,000 maturing on August 1, 
1965, bearing interest at the rate of 
3iper cent per annum, payable semi- 
annually, and secured by a first mort- 
gage or deed of trust executed to Wis- 


consin Valley Trust Company, as 
trustee, shall be issued and sold for 
money only and at not less than the 
par value thereof and the proceeds de- 
rived therefrom shall be used (a) to 
retire $552,000 principal amount of 
presently outstanding first mortgage 
bonds, (b) to retire $350,000 par val- 
ue of presently outstanding Class B 
nonvoting common stock, (c) to re- 
tire $135,000 par value of presently 
outstanding Class A common stock, 
and (d) to provide $63,000 of funds 
for other corporate purposes. 

2. Said 71,500 shares of Class A 
common stock of the par value of $10 
per share shall be issued in exchange 
for $715,000 par value of presently 
outstanding common stock of the par 
value of $100 per share. 

3. Said 8,500 shares of Class B 
common stock of the par value of $10 
per share shall be issued to the holders 
of the new Class A common stock as 
a stock dividend paid from earned 
surplus. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Pennsylvania Public Utility Commission 


Duquesne Light Company 


[Complaint Docket No. 11405.] 


Parties, § 1 — Petition for rescission or amendment — Proper party. 


Only a party to a rate proceeding when a termination order was issued has 
technical standing to request rescission or amendment of the Commission’s 


action. 
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Rates, § 641 — Parties — Public Ownership League. 


Discussion of the good faith of a public ownership league with relation ty 
rate proceedings before the Pennsylvania Commission, p. 222. 


[July 24, 1940.] 
- pment for rescission or amendment of order terminating 


rate proceeding ; dismissed. 


By the Commission: This matter 
now comes before us for action upon 
two petitions for rescission or amend- 
ment of our order of March 19, 1940, 
terminating the proceeding. One pe- 
tition was filed April 4, 1940, and is 
signed by Harry Bastow and Penn- 
sylvania Public Ownership League, by 
John J. Lipko, president. Exhibit A 
attached to this petition consists of a 
joinder by the city of Pittsburgh 
signed by William Alvah Stewart, 
city solicitor, and Joseph A. Langfitt, 
Jr., special assistant city solicitor. 
The second petition, filed May 7, 1940, 
is a separate petition on behalf of the 
city of Pittsburgh, signed by the city 
solicitor and the special city solicitor. 

The city of Pittsburgh alone among 
the petitioners was a party to the in- 
stant proceeding when the termination 
order was issued and, therefore, it 
alone has technical standing to request 
rescission or amendment of our action. 
The gravamen of the petition is that 
the Commission did not in a meticu- 
lous detail make findings with regard 
to the factual and legal issues involved. 
Such detailed findings were unneces- 
sary. The conclusion reached was 
that the Commission need no longer, 
in view of the substantial rate reduc- 
tion secured, continue the prosecution 
of a proceeding instituted upon its own 
motion, and the effect of the order was 
simply to terminate that proceeding. 
There is nothing to prevent the city 
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of Pittsburgh from filing a complaint 
on its own behalf in which all of the 
matters mentioned in the petition could 
be presented by the city. 

We find nothing in either petition 
to lead us to the conviction that either 
the form or conclusions of our order 
should be altered. The petitions must 
therefore be dismissed. 

Aside from the above considera- 
tions, there is substantial doubt as to 
the good faith of Pennsylvania Public 
Ownership League and John J. Lipko 
with relation to proceedings before 
this Commission. As stated in our 
order in Public Utility Commission 
v. Lipko and Pennsylvania Utility 
Consumers Service (1940) 32 PUR 
(NS) 268, 272: 

“The record in C. 10731 (John J. 
Lipko, director of Pennsylvania Pub- 
lic Ownership League v. Pennsylvania 
Power and Light Company) was in- 
corporated into the record in the in- 
stant case and discloses that, although 
the complaint has been scheduled for 
hearing numerous times during the 
four and one-half years of its penden- 
cy, not a scrap of testimony was ever 
offered in support thereof by com- 
plainants or by any one in their behalf. 
In fact, no one appeared in that pro- 
ceeding at the scheduled hearings or 
advised the Commission of any reason 
why the complaint, after it had been 
instituted, was not being prosecuted.” 

In Yoder and Fritz and Pennsyl- 
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yania Public Ownership League v. 
Belleville Water Co. (C. 13347) it ap- 
peared that Pennsylvania Public Own- 
ership League was not a consumer or 
customer of the respondent company, 
and the complaint was dismissed as to 
it for lack of a supporting interest in 
the subject matters. The Commission 
stated as follows: 

“Our specific reasons for dismissing 
this complaint have been presented 
above. However, we feel compelled 
at this time to express our impatience 
with what appears to be a deliberate 
misstatement of fact which was in- 
corporated in the complaint, viz., the 
name of Willis F. Daniels, as coun- 
sel for complainants. Mr. Daniels has 
emphatically and unequivocally denied 
in writing any connection or associa- 
tion with the complainants. In view 
of the fact that a further record was 
not developed on that matter, it has 
not been possible for the Commission 
to determine definitely upon whom 
the responsibility for the misstatement 
lies. However, we hereby serve no- 
tice that any such future conduct on 
the part of parties, either directly or 


indirectly involved in proceedings be- 
fore the Commission, will be called to 
the attention of the proper authorities 
for prosecution.” 

The record does not disclose that 
a situation similar to those in the pro- 
ceedings referred to exists with rela- 
tion to the position of John J. Lipko 
and the Pennsylvania Public Owner- 
ship League in the present case. How- 
ever, we have deemed it appropriate 
to take this opportunity of stating 
known facts with regard to Lipko and 
the league. 

The petition of the city of Pitts- 
burgh is dismissed for the reason that 
it presents no considerations indicating 
that rescission or amendment of our 
order terminating the instant proceed- 
ing is necessary or advisable in the 
public interest. The petition of Penn- 
sylvania Public Ownership League 
and Harry Bastow is dismissed for the 
same reason, and for the additional 
reason that the petitioners, not being 
parties to the proceeding, have no 
standing to petition for rescission or 
amendment. 





NORTH DAKOTA PUBLIC SERVICE COMMISSION 


Re Power Factor Corrective Devices 


[Case No. 3874.] 


Service, § 327 — Electric — Power factor corrective equipment — Fluorescent 


lighting. 


Electric companies were authorized to promulgate a rule (with respect to 
power factor corrective devices on fluorescent and neon lighting equipment) 
providing that any electric company may refuse service to any fluorescent, 
neon, or other lighting equipment having similar load characteristics, unless 
such equipment is constructed to operate at a power factor of 90 per cent 


lagging or more. 


[July 27, 1940.] 
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H 


EARING for purpose of promulgating rule covering matter of 
requiring power factor corrective devices on fluorescent 


and neon lighting equipment; rule established. 


By the Commission: The above- 
entitled matter came to the attention 
of the Commission on or about May 
15, 1940, was set for hearing, all in- 
terested parties notified, and hearing 
held according to notice in the offices 
of the Commission in the capital at 
Bismarck, North Dakota, on July 9, 
1940, at 1:30 o’clock, in the afternoon 
of said day, at which time and place 
the following appearances were filed: 

C. L. Sandstedt, Huron, South Da- 
kota, for the Dakota Public Service 
Company; D. W. Prideaux, Minne- 
apolis, for the Lamp Department of 
the General Electric Company, Minne- 
apolis, Minnesota; A. P. McDonald, 
Minneapolis, Minnesota, for the Mon- 
tana-Dakota Utilities Company; R. R. 
Herrmann, Minneapolis, Minnesota, 
for the Northern States Power Com- 
pany, (Minnesota); E. J. Englerth 
and W. N. Herred, Linton, for the 
Emmons County Light & Power Com- 
pany; A. W. Mau, Fergus Falls, 
Minnesota, for the Otter Tail Power 
Company; Perry G. Wahl, Harvey, 
North Dakota, for the Central Light & 
Power Company and the Interstate 
Power Company; W. G. Renden, Bis- 
marck, for the Dakota Public Service 
Company; J. W. Ankenmann, Huron, 
South Daktoa, for the Dakota Public 
Service Company. 

This hearing was held by the Com- 
mission upon request of the various 
electric utilities operating in the state 
of North Dakota for the purpose of 
promulgating a rule covering the mat- 
ter of requiring power factor correc- 
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tive devices on fluorescent and neon 
lighting equipment. 

D. W. Prideaux, called as a witness 
by the petitioners, testified as to the 
different characteristics of lighting 
with reference to neon, fluorescent, and 
mercury-vapor lamps. His testimony 
was to the effect that these lamps with- 
out corrective devices are not fair to 
the utility company or the consumer in 
that there is a loss of energy for which 
the customer pays. The utility com- 
pany also does not receive compensa- 
tion for a part of the loss of energy. 
The evidence indicates that the wiring 
of a building at the present time isa 
bottleneck to improved lighting. The 
rewiring would involve a considera- 
ble portion of the expense of such 
lighting job. For example, thirty 48- 
inch lamps on one circuit on low power 
factor equipment would be the same 
as if 50 to 55 lamps were installed on 
one circuit with high power factor 
equipment; nearly doubling the num- 
ber of lamps on one circuit. The cost 
of wiring would be materially reduced 
to the customer who uses high power 
factor equipment. 


This witness also testified as to 
the advantages to the customer of 
user of fluorescent lighting in that 
his meter is placed at the entrance 
of his property, and the energy that 
goes through the meter is billed to 
him. If such user or consumer has 
low power factor equipment he will 
have about twice as much current flow- 
ing as is necessary, and that current 
flowing through the wires of his pren 
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ises will cause a voltage drop or a loss 
of energy in the wiring. It is turned 
into heat. By using high power factor 
equipment, the current is about half 
of what it would be with low (50 per 
ent) power factor, and the loss is 
greatly reduced. Testimony also in- 
dicates that none of the first-class elec- 
tric fixtures companies are “turning 
out” lamps without high power factor 
corrective devices. 

The next witness, C. L. Sandstedt, 
testified that while he was not an ex- 
pert in fluorescent lighting he had ob- 
tained much information from experts ; 
and his testimony was to the effect that 
the new type of lighting, unless it is 
corrected, has a low power factor, and 
if his company’s entire capacity and 
the capacity of the customers’ wiring 
was to be used exclusively for fluores- 
cent lighting, they would get just half 
as much light, or there would be just 
half as much benefit to the users of 
this equipment, with low power factor 
equipment as would be the case with 
high power factor equipment. This 
witness also requested that if the Com- 
mission enter an order favorable to the 
utilities that such order be not made 
tetroactive but rather be effective at 
some future date. 


R. R. Herrmann, in answering a 
question put by President Cart with 
reference to “being furnished current 
that wasn’t going into his equipment, 
he would have to benefit somewhere,” 
said, “He will benefit by a reduction 
of his loss between the meter and the 
lamp.” 

From all the testimony adduced at 
the hearing, it is the opinion of the 
Commission that the request of the 
various electric utilities operating in 
the state of North Dakota relating to 
power factor corrective devices on 
fluorescent and neon light equipment 
should be granted, and that such elec- 
tric utility companies be permitted to 
file as a part of their rate schedule the 
following rule: 

“Any public utility under the juris- 
diction of the Public Service Commis- 
sion of the state of North Dakota may 
refuse electric service to any fluores- 
cent, neon, or other lighting equipment 
having similar load characteristics 
installed after September 1, 1940, un- 
less such equipment is constructed to 
operate at a power factor of 90 per 
cent lagging or more.” 

And it is so ordered. 





SECURITIES AND EXCHANGE COMMISSION 


Re Electric Bond & Share Company et al. 


[File No. 59-12, Release No. 2196.] 


mtercorporate relations, § 19.8 — Integration proceeding — Evidence. 
1. A mass of evidence consisting of various registration statements, dec- 
larations with respect to security issues, annual reports and proxy statements 
filed with the Commission by respondents and certain subsidiaries, records 
of proceedings involving an affiliate, and stipulations of facts and the plead- 


[15] 
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ing in a court case should not be accepted in an integration proceeding un. 
der § 11 of the Holding Company Act, 15 USCA § 79k, unless some res. 
sonable indication is given of the relationship between the evidence offered 
and the facts sought to be proved thereby, p. 226. 


Intercorporate relations, § 19.8 — Integration proceeding — Mass evidence ~ 


Statement of specifications. 


2. The Commission and the trial examiner in an integration proceeding un- 
der § 11 of the Holding Company Act, 15 USCA § 79k, should treat as 
evidence in the record only documents as to which sufficiently specific ref. 
erence is made in a statement of specifications, including specifications and 
reservations sufficient to obviate the imposition upon respondents of an im- 
proper burden, where mass evidence has been introduced by counsel for 
the Public Utilities Division, p. 226. 


[July 30, 1940.] 
— relating to identification of portions of documents 


to be relied upon as evidence; motions granted in part. 
Continuance to September 9, 1940, granted on August 13, 1940. 


APPEARANCES: Milton H. Cohen, 
and Alfred Berman, for the Public 
Utilities Division of the Commission ; 
Simpson Thacher & Bartlett by John 
F. MacLane, and Reid & Priest by 
Frank A. Reid, for the respondents. 


By the Commission: This pro- 
ceeding was commenced by the Com- 
mission under § 11(b) (2) of the 
Public Utility Holding Company Act 
of 1935, 15 USCA § 79k (b) (2). 
The order for hearing states that the 
Commission has reasonable grounds to 
believe that: 

“46. The structure of the holding 
company system of said Electric Bond 
and Share Company is unduly and un- 
necessarily complicated. 

“47. Voting power is unfairly and 
inequitably distributed among security 
holders of the holding company system 
of said Electric Bond and Share Com- 
pany. 

“48. Said Electric Bond and Share 
Company is a holding company with 
respect to certain subsidiary companies 
35 PUR(NS) 


which themselves have subsidiary con- 
panies which are holding companies.” 

[1, 2] At the current stage of the 
proceeding the issues are limited by the 
Commission’s orders of June 7th and 
June 17th to a determination of wheth- 
er it is necessary to discontinue the 
existence of American Power & Light 
Company, Electric Power & Light 
Corporation, and National Power & 
Light Company “in order to insure 
that the structure of the holding com- 
pany system of Electric Bond and 
Share Company shall not be unduly 
or unnecessarily complicated, and that 
voting power shall not be unfairly ot 
inequitably distributed among security 
holders of such system.” 


The hearing was commenced before 
a trial examiner on June 17th and con- 
tinued on June 18th and 19th. At the 
hearing, counsel for the Public Util 
ties Division offered and there was 
received in evidence, subject to cer 


series of 70 exhibits. ; 
consist of some 130 volumes, and it- 
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clude various registration statements, 
declarations with respect to security 
issues, annual reports and proxy state- 
ments filed with the Commission dur- 
ing the last three years by the respond- 
ents and certain of their subsidiaries. 
B Included also is the record of the pro- 
ceeding before the Commission in 
which Ebasco Services Incorporated, 
one of the respondents herein, is seek- 
ing approval as a subsidiary service 
company under § 13 of the act, 15 
USCA § 79m. There is also included 
the stipulation of facts and the plead- 
ings in the case of Electric Bond & 
Share Co. v. Securities and Exchange 
Commission (1938) 303 US 419, 82 
Led 936, 22 PUR(NS) 465, 58 S Ct 
678, 115 ALR 105. 

In making his offer, counsel for 
the Public Utilities Division made a 
statement as to the contents of the 
exhibits offered, the issues in the pro- 
ceeding, and his contentions, and stat- 
ed in general terms the manner in 
which and the extent to which he be- 
lieved the exhibits served to establish 
these contentions. After all of the 
proffered exhibits were received, coun- 
sel stated that he believed that he had 
gone forward with the proof as far as 
was required and urged that the evi- 
dence introduced prima facie estab- 
lished the affirmative of the issues 
framed in the Commission’s orders of 
June 7th and June 17th. 

Counsel for the respondents there- 
upon made a statement which has been 
embodied in the motions now before 
us, While one of these motions is, 
in form, a motion to dismiss, it is clear 
from the briefs and argument that the 
substantial relief requested is “that 
Commission counsel be directed, prior 
to the introduction of any evidence by 
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respondents, to withdraw his submis- 
sion or ‘rest’ of his case, and to specifi- 
cally identify those parts of the docu- 
ments offered by him as exhibits which 
he will accept and upon which he relies 
as evidence, and that he offer such fur- 
ther evidence, oral or documentary, as 
may be required to apprise these re- 
spondents of the facts which the Com- 
mission counsel contends, or will con- 
tend, establish the ultimate issues here- 
Wiwa wv 

In their main brief, respondents con- 
tended that the offers of evidence “are 
so restricted and limited that, except as 
supplemented by further identification 
and if necessary by oral testimony, 
they do not constitute evidence suff- 
cient either to support the contentions 
made or to require or even permit an- 
swering testimony by respondents, that 
the record is so vague and uncertain 
that respondents are not given the no- 
tice required by the dictates of due 
process or orderly quasi judicial pro- 
cedure, and that, in consequence, the 
proceeding should be dismissed unless 
Commission counsel will supply what 
respondents conceive to be the present 
deficiencies in the record.” 

After the filing of this brief, counsel 
for the Public Utilities Division served 
and filed a 27-page document entitled 
“Statement by Commission Counsel 
with Respect to Exhibits Introduced 
at the Hearings Held on June 18 and 
19, 1940.” This statement sets forth 
in detail the contentions of counsel and 
refers to the various exhibits or por- 
tions of such exhibits which it is al- 
leged support each of the contentions 
made to prove the major issues. 
Counsel for the respondents filed a 
reply to this statement and we heard 
argument on July 12th. 
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At the outset it should be noted that 
no objection to the competency or 
relevancy of any particular exhibit is 
now before us. The only question to 
be determined is whether the offer of 
proof is sufficiently explicit adequate- 
ly to apprise respondents of the con- 
tentions made by counsel for the Pub- 
lic Utilities Division and the evidence 
relied upon in support of the facts con- 
sidered to be established. 

We think there is considerable force 
in respondents’ argument as applied to 
the procedure followed at the hearing. 
Without deciding whether as a mat- 
ter of law in the absence of an objec- 
tion on the ground of relevancy, such 
exhibits would have to be excluded as 
improperly offered, this Commission, 
in the exercise of its powers to insure 
orderly proceeding in cases before it, 
believes such a volume of material 
should not be accepted unless some rea- 
sonable indication is given of the rela- 
tionship between the evidence offered 
and the facts sought to be proved 
thereby. Mass offers and mass con- 
clusions without some such specifica- 


tion are conducive neither to efficient 
administration nor orderly proceed. 
ings in that they invite dispute, puta 
premium on surprise, and open the 
doors to speculation and conjecture, 
That mode of procedure, moreover, 
casts upon the opponent the burden of 
distributing the probative force of the 
evidence among the facts contended to 
be established, a task more properly 
borne by the proponent who is assumed 
to know by what evidence he claims 
to prove each fact he asserts to be inis- 
sue. 

But whatever may have been the sit- 
uation when this motion was noticed, 
the supplemental written statement 
filed by counsel for the Public Utilities 
Division, in so far as it relates each 
fact claimed to have been established 
to the specific exhibits or portions of 
exhibits relied upon, is, in our opinion, 
entirely adequate to apprise respond- 
ents both of the contentions of counsel 
for the Public Utilities Division and 
the evidence offered in support of each 
contention.’ With respect to the evi- 
dence specifically identified under the 





1This statement is drafted on the basis 
of the ultimate issues framed in the orders of 
June 7th and June 17th. Under the first is- 
sue—whether the continued existence of the 
subholding companies, American Power & 
Light, Electric Power & Light, and National 
Power & Light, unduly and unnecessarily 
complicate the structure of the Bond and 
Share system—counsel assert that these com- 
panies neither perform nor are equipped to 
perform any necessary functions but cause un- 
necessary and unwarranted expense. To prove 
this point, counsel contend that all operations 
are carried on exclusively by the subsidiary 
companies, and indicate, by exhibit number 
and in most cases by reference to specific items 
in such ‘exhibits, the evidence upon which they 
rely to establish the nature and activities of 
the subsidiary companies. Similar specifica- 
tion is made with respect to the evidence 
which it is alleged supports the contention 
that the three subholding companies do no 
more than exercise voting rights, receive in- 
terest and dividends, and service their securi- 
ties, and establishes the nature and activities 
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of these companies. Again to prove the ulti- 
mate issue, counsel contend that all service, 
sales, and construction contracts for the sub- 
sidiary companies are performed exclusively 
by Ebasco and that the nature of the services 
of Ebasco and Bond and Share are such as to 
leave no important services to be performed 
by the three subholding companies, ani 
specify the particular exhibits or portions 0 
exhibits relied upon to establish the nature 
and activities of Ebasco and of the three sub- 
holding companies. Finally, there are listed 
the exhibits which it is contended demonstrate 
that the existence of the subholding companies 
entails unnecessary and unwarranted expenst 
Similar specifications are made under vat 
ous subdivisions of the second ultimate 1sstt 
—whether the continued existence of the sub 
holding companies causes voting power to be 
unfairly and inequitably distributed amot 
the security holders of the Bond and Share 
system. : 
Respondents points out that certain of th 
specifications in the statement are to exhibits 
which, in some cases, consist of severd 
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two principal issues, the statement ex- 
pressly limits counsel for the Public 
Utilities Division in that they are 
bound to use the documents offered and 
portions thereof only in accordance 
with such specifications. However, 
the statement includes references to 
certain exhibits which, we think, have 
not been sufficiently related to the facts 
sought to be proved thereby. Refer- 
ence is made under the two principal 
issues to Exhibits 39, 40, 41, 42, 43, 
and 44, each of which constitutes the 
entire record in a proceeding before 
the Commission in connection with an 
application or declaration by certain of 
respondents’ operating subsidiaries un- 
der §§ 6 and 7 of the Act, 15 USCA 
§§ 79f, 79g. These exhibits, consist- 
ing of some 16 volumes were intro- 
duced for the purpose of showing (1) 
that the subholding companies play no 
part in the financing of their operating 
subsidiaries, and (2) that the financ- 
ing transactions of the operating sub- 
sidiaries are planned, negotiated, and 
executed by Ebasco and Bond and 
Share. These records would, of ne- 
cessity, include much material unre- 
lated to the issues in this case, and no 
attempt has been made to identify the 
portions of these exhibits upon which 
counsel for the Public Utilities Divi- 
sion wish to rely. The statement also 


includes a general reservation that, aft- 
er notice to respondents, all documents 
specified may be used for other pur- 
poses and that all 70 exhibits may be 
used to prove the corporate structure 
of the Bond and Share system, and to 
support the power of Congress to enact 
§ 11(b) (2) supra. 

We think that the references to the 
§§ 6 and 7 applications and declara- 
tions are not sufficiently specified and 
that the general reservation is improp- 
er and imposes a burden upon the re- 
spondents which should be obviated. 
Accordingly, with respect to these two 
matters, we shall grant the relief re- 
quested and, unless further specifica- 
tion is made, we shall consider, and we 
direct the trial examiner to treat, as 
evidence in the record only the docu- 
ments as to which we have found that 
sufficiently specific reference is made 
under the two principal headings of 
the statement.* Either counsel may, 
of course, offer any of the excluded 
material at any time during the hear- 
ing upon a proper showing of its rela- 
tion to the issues in the case. 

Finally, if respondents feel that they 
have been surprised by the use of the 
exhibits in some way contrary to their 
understanding of the reservations, 
they may, of course, at any time, apply 





volumes. The principal example is Exhibit 
38, the record in the Ebasco proceeding. The 
statement indicates that this record is offered 
to show the functions performed by and the 
services rendered to subsidiary companies by 
Ebasco. The Ebasco proceeding involved that 
Precise issue and, presumably, the 22 volumes 
of that record represent the evidence which 
basco’s counsel believed was most relevant 
to that question. Accordingly, we see noth- 
ing improper in offering the entire record to 
support the identical facts which Ebasco set 
out to prove in building up this record. It is 
to be hoped that counsel for the . company 
and for the Public Utilities Division will find 
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some way to condense the substance of these 
volumes before the matter reaches final argu- 
ment. 

It is clear from the statement and the briefs 
and oral argument of counsel for the Pub- 
lic Utilities Division that they have repudiat- 
ed the reservation originally stated at the hear- 
ing of the right to object to the relevancy and 
materiality of the documents offered by them. 
We need not, therefore, discuss the reserva- 
tion. 

8 Of course we are not now deciding wheth- 
er such documents are relevant in this proceed- 
ing. That issue is still open. 
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to reopen the record, or for such other 
relief as may be appropriate. 

We are entirely sympathetic to re- 
spondents’ suggestion of the further 
difficulties occasioned by the introduc- 
tion of so large a mass of documents 
which will make for a voluminous rec- 
ord in our ultimate consideration of 
this matter and in possible court re- 
view. Some progress will have been 
made toward narrowing the record in 
our disposition of this motion; we are 
hopeful that additional progress will 
be made without our further interven- 
tion. In any event, at the conclusion 
of the hearing, in our final considera- 
tion of the case, we shall entertain such 


motions to strike irrelevant and cumy- 
lative evidence from the record a5 
counsel may see fit to present. More. 
over, if we then find that the record js 
so unwieldy as to be an unintelligible 
guide to the facts either for our own 
consideration or for the consideration 
of a court on any possible review, we 
will direct counsel to reduce its size by 
the use of stipulation or otherwise. 

Nothing in this opinion is to be con- 
strued as, in any way, reflecting our 
views with respect to the resolution of 
the substantive issues in the case. 

An order will issue in accordance 
with this opinion. 





MISSOURI PUBLIC SERVICE COMMISSION 


Re St. Louis-San Francisco Railway 
Company 


[Case No. 9871.] 


Discrimination, § 1 — Impartiality of service. 
1. Carriers must serve the public impartially, p. 233. 


Discrimination, § 130 — Railroads — Freight rates. 
2. A rate difference of 13 cents per ton for the transportation of sand and 
gravel in lots of ten cars or more as compared with the rate for transports 
tion of only one car is discriminatory, p. 233. 


(Fercuson, Commissioner, dissents.) 
{August 14, 1940.] 
se of railroad freight rate schedule; schedule or- 
dered canceled. 
y 


By the Commission: By Supple- Tariff P.S.C. Mo. No. 1623, issued 
ment No. 1 to St. Louis-San Francis- March 27, 1940, and marked to be 
co Railway Company (J. M. Kurn and come effective Arpil 27, 1940, it 1 
John G. Lonsdale, trustees) Freight proposed to establish a rate of 15 cents 
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per net ton on sand and gravel, straight 
or mixed carloads in lots of ten cars 
or more when shipped in one day from 
one shipper to one consignee from Pa- 
cific, Missouri, to Kirkwood, Missouri. 

By order dated April 12, 1940, the 
Commission instituted, upon its own 
motion, an investigation for the pur- 
pose of determining the lawfulness of 
the rates and charges, rules or regu- 
lations, contained in said schedule, and 
assigned the proceeding for hearing 
at Jefferson City, Missouri, on April 
17, 1940, at which time there was a 
hearing before the Commission en 
banc, after due notice to interested 
parties. 

After the hearing it appeared it 
would not be possible to dispose of 
the proceeding before April 27, 1940, 
the effective date of the schedule, and 
on April 24, 1940, an order was issued 
suspending said schedule from becom- 
ing effective. 

The St. Louis-San Francisco Rail- 
way Company (J. M. Kurn and John 
G. Lonsdale, trustees), (hereinafter 
referred to as “Frisco”’) and Missou- 
ri-Illinois Material Company appeared 
by counsel in support of the schedule. 
The following protestants appeared by 
counsel. Bell Fuel & Materials Com- 
pany, I. & M. Materials Service Com- 
pany, Frank Ruprecht & Sons Mate- 
tial Co., Ruprecht Building & Mate- 
tials Co., and Breckenridge Materials 
and Supply Company. 

The establishment of a rate with a 
Provision requiring that ten cars or 
more be transported at one time from 
one consignor to one consignee is a 
departure from established principles 
of rate making. As is well known, 
the units of transportation by rail 
heretofore have been less carload and 
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carload shipments, and there has nev- 
er before been presented to this Com- 
mission for determination, the lawful- 
ness of a rate based upon multiple car 
shipments. 

There are four producers of sand 
and gravel located at Pacific, Missouri, 
on the rails of the Frisco, and at the 
time of the hearing only two of those 
producers were operating their plants. 

There are thirty-seven dealers of 
sand and gravel in the St. Louis met- 
ropolitan area and all have facilities 
for the unloading of carload shipments 
of these commodities. Five of these 
dealers are located on the rails of the 
Frisco. The St. Louis metropolitan 
area embraces the city of St. Louis 
and communities in St. Louis county 
adjacent thereto. All of these dealers 
are in competition with each other. 

For some years past the rate adjust- 
ments on sand and gravel from Pacific 
to all destinations on the rails of the 
Frisco in the St. Louis metropolitan 
area has been on the same level, that 
is 25 cents prior to May 16, 1938, and 
since that time 28 cents per net ton. 
This rate also applies on shipments de- 
livered to connecting lines. For ship- 
ments destined to industries located on 
lines other than the Frisco in this met- 
ropolitan area, there is a charge, in 
cents per ton, or a flat per car charge, 
added to the 28-cent rate to cover 
transportation from the connection 
with the Frisco to industries located 
on rails other than the Frisco. As an 
example, the Bell Fuel & Materials 
Company is located on the Terminal 
Railroad Association of St. Louis. 
The applicable charge for transporta- 
tion of sand and gravel from Pacific 
to this company’s plant is 28 cents per 
net ton to the connection of the Frisco 
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and the Terminal Railroad plus an ad- 
ditional charge of 10 cents per net ton 
for transportation by the Terminal 
Railroad to the Bell Fuel & Materials 
Company’s plant, making a_ total 
charge of 38 cents per net ton. 

The distance from Pacific to Kirk- 
wood via the Frisco is 21 miles. 

The evidence shows that this 15-cent 
rate, with the 10-car minimum, was 
published at the request of the Mis- 
souri-Illinois Material Company, 
which company appeared at the hear- 
ing in support of the schedule but of- 
fered no evidence. This company op- 
erates a sand and gravel producing 
plant at Pacific and sells these com- 
modities at wholesale to dealers in the 
St. Louis metropolitan area. It has 
recently established a storage plant at 
Kirkwood with track capacity to han- 
dle ten or more carloads of this ma- 
terial at one time in storage bins and 
expects to move the sand and gravel 
from its Pacific producing plant to the 
distributing plant at Kirkwood, from 
which latter plant authorized dealers in 
the St. Louis metropolitan area may 
purchase sand and gravel needed by 
them and transport it by truck from 
the plant to the construction project. 

There are no other sand and gravel 
dealers at Kirkwood with track or 
plant facilities to handle shipments in 
quantities of ten cars or more at one 
time. There are, however, track fa- 
cilities at other points in the St. Louis 
area for handling such shipments, 
but no similar rate has been proposed 
for multiple car shipments to points 
other than Kirkwood. 

A dealer at Gravois, Missouri, a 
point about 10 miles southeast of 
Kirkwood on the St. Louis-Memphis 
line of the Frisco, testified that he is 
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in a position to handle ten or more 
cars of sand and gravel at one time 
While the proposed rate will be avail- 
able for team track delivery at Kirk. 
wood to all dealers not having private 
track capacity to handle ten cars at 
one time, the labor cost involved in 
unloading from cars to trucks by hand 
would be prohibitive. 

The St. Louis Material & Supply 
Company, with a producing plant on 
the Frisco at Pacific, is a competitor 
of the Missouri-IIlinois Material Com- 
pany. The St. Louis Material & Sup- 
ply Company has a distribution yard 
at Webster Groves, Missouri, 2.6 
miles east of Kirkwood, with track 
capacity to handle five cars of sand 
and gravel at one time. A witness 
for this protestant testified that he 
consulted the officials of the Frisco 
about two years ago about a reduction 
in the rate on sand and gravel from 
Pacific to Webster Groves, but de- 
fendant refused to make any readjust- 
ment of the rate. After publication 
of the rate now under investigation 
this witness again approached defend- 
ants’ officials requesting a relative ad- 
justment in the sand and gravel rates 
to Webster Groves and was informed 
that it was desired to continue the pro- 
posed rate as an experiment for a pe- 
riod of a year before considering es- 
tablishment of a similar adjustment to 
other points in the St. Louis metro 
politan area. If the sand and grave 
business is as competitive as is made 
to appear, the probability is that many 
of the thirty-seven dealers in this area 
would be out of business before the 
expiration of the one year experimet- 
tal period. 

The evidence offered by defendant 
in justification of this rate is that such 
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rate is necessary to meet competition 
of trucks which transport sand and 
gravel from wayside pits direct to the 
construction projects. Such transpor- 
tation is performed by motor carriers 
ata rate of 20 cents to 22 cents per net 
ton. The transportation is direct to 
the building site, and they allege it is 
necessary that the rail rate from Pa- 
cific to Kirkwood be less than this 
amount to permit the transportation 
from the distributing plant at Kirk- 
wood to the building site by motor car- 
riers. 

[1, 2] While defendant contends 
the proposed rate is available to all 
shippers of sand and gravel, it is evi- 
dent only one shipper is in a position 
to receive the benefits from such rate. 
One duty of the carriers to the public 
is impartiality of service. We quote 
below from the Interstate Commerce 
Commission’s first decision dealing 
with the principle of multiple car rates. 
Providence Coal Co. v. Providence & 
W. R. Co. (1887) 1 Inters Com Rep 
363, 367. 

“A discrimination such as the offer 
and its acceptance by one or more deal- 
ers would create, must have a neces- 
sary tendency to destroy the business 
of small dealers. Under the evidence 
in the case it appears almost certain 
that this destruction must result, the 
margin for profit on wholesale deal- 
ings in coal being very small. The dis- 
crimination is therefore necessarily 
unjust within the meaning of the law. 
It cannot be supported by the circum- 
stance that the offer is open to all; for 
although made to all, it is not possible 
that all should accept.” 

Under the proposed rate there would 
be a difference of 13 cents per ton for 
the transportation of sand and gravel 


in lots of ten cars or more as compared 
with the rate for transportation of 
only one car. Even if some justifica- 
tion could be found for the establish- 
ment of a rate on multiple car ship- 
ments the difference of 13 cents ap- 
pears to be extremely discriminatory. 
Defendant claims this difference is 
justified because of the lower cost per 
ton of transporting shipments in lots 
of ten cars or more. 

In Wells Lumber Co. v. Chicago, 
M. & St. P. R. Co. (1916) 38 Inters 
Com Rep 464, 465, the Interstate 
Commerce Commission said: 

“The Commission has repeatedly 
held that the mere fact that certain 
traffic is hauled in trainload lots can- 
not be made the basis of rates differ- 
ent from those applied to shipments in 
single carloads. This is on the theory 
that to permit the practice would be 
in effect to allow lower rates upon a 
condition which only a few shippers 
can comply with and to do an injustice 
to those unable to ship the required 
quantity.” » 

See also McClung & Co. v. South- 
ern R. Co. (1912) 22 Inters Com Rep 
582 and National Wholesale Grocers’ 
Asso. v. Alabama & V. R. Co. (1922) 
69 Inters Com Rep 669, 672, wherein 
the Interstate Commerce Commission 
said : 

“Carriers may not impose condi- 
tions which would benefit one or a few 
shippers and which might, and per- 
haps would, correspondingly injure 
many others.” 

An investigation discloses the In- 
terstate Commerce Commission has 
considered, between the years 1887 to 
1918, inclusive, many cases wherein 
the carriers proposed to establish mul- 
tiple car rates. In every instance, so 
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far as we can find, the railroads were 
denied the right to establish such rates. 
Between 1918 and 1939 it appeared 
that the subject of multiple car rates 
had been definitely settled and there 
were no such cases before that Com- 
mission during this period. In the year 
1939 certain railroads proposed to es- 
tablish a multiple car rate on black- 
strap molasses from New Orleans and 
Harvey, Louisiana, to Peoria and 
Pekin, Illinois, to meet the competi- 
tion of transportation in private barg- 
es on the Mississippi and Illinois riv- 
ers. In reaching conclusions in this 
latter case the Commission in I. & S. 
Docket 4645, 235 Inters Com Rep 485, 
502, said: 

“We find that there is nothing un- 
lawful in the establishment of rail- 
road rates on a quantity larger than a 
carload, when moving as a single ship- 
ment, where, as here, they are designed 
to meet competition from other modes 
of transport whose unit of transporta- 
tion ts not limited to single carloads, 
provided a just and reasonable relation 
in rates as between the larger and 
smaller quantities of the same traffic 
is maintained.” (Italics ours.) 

This rate has not been published to 
meet other modes of transport whose 
unit of transportation is not limited 
to single carloads, but has been pub- 
lished at the request of a single ship- 
per for the alleged purpose of meeting 
motor transportation. 


With the requirements that ship- 
ments must consist of ten cars or more 
shipped in one day from one shipper 
to one consignee it appears and the 
Commission finds that such provision 
creates unjust discrimination in vio. 
lation of § 5153, RS Mo 1929; and 
that the difference between the pro- 
posed rate of 15 cents to Kirkwood 
and the 28-cent rate to other points in 
the St. Louis metropolitan area is 
greater than circumstances and condi- 
tions warrant, thereby giving undue 
preference or advantage to Kirkwood 
shippers to the undue prejudice or dis- 
advantage of other shippers in this 
area in violation of § 5154, RS Mo 
1929. 


James, Chairman, Boyer, Wilson, 
and Francis, Commissioners, concur; 
Ferguson, Commissioner, dissents 


without written opinion. 


Order on Petition 


By petition filed August 8, 1940, the 
Rock Hill Stone & Gravel Company 
seeks a reopening of the above num- 
bered proceeding for the purpose of 
receiving further evidence in opposi- 
tion to the proposed rate. 

The Commission issued its report 
and order in this proceeding on Av- 
gust 14, 1940, and required the cancel- 
lation of the proposed rate. 

Having duly considered the petition, 
the Commission is of the opinion and 


finds that it should be denied. 
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Yellow Cab Company of San Francisco 


[Decision No. 33436, Case No. 4472.] 


Service, § 434 — Telephones — Directory classification. 


1. A telephone company, in using the words “taxicab service” as a general 
heading in its classified telephone directory, did not intend to provide for 
a technical classification covering vehicles operated for hire upon the basis 
of being equipped with taximetets or otherwise, but such heading was de- 
signed to classify services rendered by means of vehicles for hire for point- 
to-point transportation, and not operated on schedule, p. 236. 


Service, § 434 — Telephones — Classified directory — Duty of company. 


2. A telephone company could rot and should not attempt to determine 
whether a subscriber has complied with all local or state regulations which 
may be applicable to the subscriber’s business or profession, in order to as- 
certain whether the subscriber may properly be listed in the classified tele- 
phone directory under a particular business heading, p. 236. 


ilson, 
neur; 
sents 


Discrimination, § 231 — Telephone directory listing — Business classifications — 
Taxicabs. 
3. A telephone company, in listing under the business heading “taxicab 
service” operators of automobiles who may not have complied with a local 
ordinance defining “taxicabs,” does not discriminate against telephone sub- 
scribers who operate vehicles which are “taxicabs” under the ordinance, 
p. 236. 
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[August 24, 1940.] 
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"Hie omens by taxicab company against practice of tele- 
phone company in listing subscribers under business head- 
ing “taxicab service” in classified telephone directory; dismissed. 


a 


By the Commission: This com- 
plaint involves the headings used in the 
classified sections of telephone direc- 
tories and the listing of business sub- 


ition, 
and scribers under such headings. A 
licensing ordinance contained in the 
San Francisco Municipal Code defines 


the word “taxicab.” + Complainant, 





1San Francisco Police Code, San Francisco 
Municipal Code, Part II, Chap. VIII, Art. 16, 
Section 1116 states in part that a “taxicab 
- . . is and shall mean every motor-pro- 
pelled vehicle of a distinctive color or colors 
and/or driver’s seat separated from the pas- 
senger’s compartment by a glass partition 
and/or of public appearance such as is in com- 
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mon usage in this country for taxicabs and/or 
operated at rates per mile or for waiting time, 
or for both, and equipped with a taximeter used 
for the transportation of passengers for hire 
over the public streets of the city and county 
of San Francisco and not over a definite route 
and irrespective of whether the operation ex- 
tends beyond the boundary limits of said city 
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the largest local taxicab company, as- 
serts that certain competitors are listed 
in the classified section of defendant’s 
directory under headings which indi- 
cate that they render taxicab service, 
although such competitors use automo- 
biles which are not “taxicabs” under 
the local ordinance definition of that 
term. An order is sought directing 
the telephone company to refrain from 
listing such competitors under head- 
ings which refer to taxicab service. 
Complainant contends that the listings 
mentioned are misleading and unlaw- 
ful, and discriminate against telephone 
subscribers who operate vehicles which 
are “taxicabs” under the local ordi- 
nance. 

Defendant’s directories are in two 
sections. Residence and business sub- 
scribers are listed alphabetically in the 
first section. The second section is 


known as the classified telephone direc- 


tory, in which business subscribers 
may receive an additional listing, with- 
out further charge, under certain 
“business headings.” Such headings 
are intended to be general descriptions 
of types of businesses. ‘Automobile 
Renting” and ‘Taxicab Service” are 
two of the general headings. There 
are also various “specialty headings” 
or “buying service headings,” created 
for advertising purposes, and under 
which business subscribers may be 
listed upon payment of the charges 
specified in the company’s rate sched- 
ule. Among the specialty headings 
are the following: “Automobile 


Renting—Limousine,” “Automobile 
Renting—With Drivers,” “Automo- 
bile Renting—Without Drivers,” 
“Taxicab Service—Metered,” “Taxi- 
cab Service—Mileage Rate,” “ Taxj- 
cab—Limousines—see Automobile 
Renting—Limousine,” and “Taxi- 
cabs—Water.” 

Defendant Pacific Company and its 
subsidiaries (including Southern Cali- 
fornia Telephone Company) issue 
some 73 classified telephone directories 
covering service rendered in five west- 
ern states. All but four of these clas- 
sified directories contain the heading 
“Taxicab Service.” *? Likewise, the 
word “taxicab” is in general usage in 
the headings of classified directories 
of the so-called “Bell System” 
throughout the United States. 

In practice, when a telephone sub- 
scriber wishes to avail himself of a 
listing in the classified section of the 
directory, defendant directs his atten- 
tion to the available headings. If the 
subscriber elects to be listed under 
“Taxicab Service,” and states that he 
is engaged in the taxicab business, he 
is accorded a listing under that head- 
ing. The telephone company does not 
undertake to determine whether any 
business subscriber is operating pur- 
suant to local ordinances, or has com- 
plied with state statutes relating to his 
business or profession. 

[1-3] It is the opinion of the Com- 
mission that the defendant, in using 
the words “Taxicab Service,” did not 
intend to provide for a technical clas- 





and county and such vehicle is routed under 
direction of said passenger or passengers, or 
of such persons hiring the same.’ 

2The four classified directories which do 
not carry the taxicab service heading are those 
issued for Corona, the communities of New- 
hall and Palmdale in southern California, 
Glenn and Tehama counties, and the Golden 


Gate International Exposition at San Fran- 
cisco. Historically, in the San Francisco and 
Bay counties directory, the general heading 
“Taxicab Information,” established in 1910, 
became “Taxicabs and Automobile Livery” in 
1920, “Taxicab Service Business” in 1926, and 
“Taxicab Service” in 1934. 
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sification, covering vehicles operated 
for hire, upon the basis of being 
equipped with taximeters or other- 
wise; but that such heading was de- 
signed to classify services rendered by 
means of vehicles for hire for point- 
to-point transportation, and not oper- 
ated on schedule. We believe that no 
general heading of this character 
should be given a strictly technical 
meaning. In many instances the tele- 
phone company issues one classified 
directory for several municipalities. 
The local ordinances of such commu- 
nities may contain different technical 
definitions of words of a generally de- 
scriptive nature, such as “taxicab,” 
“theater,” “church,” “hotel,” etc. 
In a single city, two or more ordinan- 
ces, each designed for a particular reg- 
latory purpose, may and do vary in 
defining such descriptive words. 

If the position taken by complain- 
ant is correct it follows that defend- 
ant telephone utility, as to each of the 
thousands of listings in its classified 
directories, must construe (and re- 
solve in the event of conflict) the local 
ordinance definition of words used in 
directory headings, and must then in- 
vestigate each subscriber who desires 
a listing. The magnitude of such an 


undertaking is apparent from the fact 
that a single classified directory, that 
issued for San Francisco in 1939, con- 
tains over 53,000 listings. We do not 
believe that a telephone utility could or 
should attempt to determine whether a 
subscriber has complied with all local 
or state regulations which may be ap- 
plicable to the subscriber’s business or 
profession. The interpretation and 
enforcement of such statutes and ordi- 
nances is not one of the responsibili- 
ties assumed by a utility when it under- 
takes to furnish telephone service to 
the public. We find that the practices 
of defendant hereinabove reviewed 
are not discriminatory or unlawful un- 
der the provisions of the Public Utili- 
ties Act, and are not violative of any 
rule or regulation of or on file with 
this Commission. 


ORDER 


Evidence on the above complaint 
having been taken by Examiner Cassi- 
dy at a public hearing, briefs having 
been filed, and based upon the record 
and upon the factual findings con- 
tained in the above opinion. 

It is ordered that Case No. 4472 be 
and it is hereby dismissed. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Northern States Power Company 


[2-U-1633.] 


Service, § 47 — Jurisdiction of Commission — Resale service to municipal plant. 


1. The Commission has jurisdiction to order a utility company to render 
service for resale purposes to a village which has acquired the local electric 


plant of the company, p. 239 


237 
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Service, § 128 — Duty to serve — Resale service to municipal plant — Local plan; 


acquisition. 


2. Transfer of ownership of a local electric utility by an electric company 
to a village in no way changes the obligation of the company, as a system 
utility, to continue rendering service for resale, with or without a written 
contract ; the service of the public in the village is clearly within the field of 


the company’s profession, p. 240. 


Service, § 118 — Duty to serve — Termination of indeterminate permit. 
3. Termination of an electric company’s indeterminate permit in a village, 
upon acquisition of the local plant by the village from the company, is not 
determinative of the obligation of the company as a system to render sery- 


ice to the municipal plant, p. 241. 


[September 3, 1940.] 
Pyros by village against refusal of electric company to 
sell electric energy for municipal plant; complaint sustained 
and service ordered. 


By the Commission: The village 
of Whitehall, Trempealeau county, on 
July 5, 1940, filed complaint with the 
Commission alleging that Northern 
States Power Company had refused to 
sell electric energy to the village. In 
reply to the Commission’s July 8th in- 


quiry the company by its counsel filed 
a letter on July 15th which stated that 
the company did not consider itself 
obligated to furnish service for resale 
except when it voluntarily assumed a 


contract obligation to do so. Notice 
of investigation and hearing was 
thereupon issued July 23rd. 


APPEARANCES: Burr Tarrant, At- 
torney, Whitehall, for village of 
Whitehall ; John M. Campbell, Attor- 
ney, Eau Claire, appearing specially 
for the purpose of objecting to the 
jurisdiction of the Commission, 
Northern States Power Company; H. 
T. Ferguson, Counsel, G. P. Stein- 
metz, Chief Public Service Engineer, 
H. J. O’Leary, Acting Chief, rates and 
research department, and John Rohan, 
Assistant Rate Analyst, of the Com- 
mission staff, 
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Essential facts were stipulated at the 
hearing so that the only question left 
for determination is whether Northern 
States Power Company, as a public 
electric utility, has an obligation to 
render service to the village of White- 
hall. In support of the company’s 
position that it has no such obligation 
and that this Commission has no juris- 
diction to order such service a brief 
was filed August 24th to which the 
village replied by brief filed August 
26th. 

Northern States Power Company is 
a system utility rendering electric serv- 
ice in western Wisconsin to customers 
in a widespread rural territory and in 
many urban communities. In another 
proceeding (2—U-1256, in the Matter 
of the Determination of Just Com- 
pensation and Terms and Conditions 
of Acquisition by the Village of 
Whitehall of Certain Property of 
Northern States Power Company) 
27 PUR(NS) 332, 477, we fixed 
just compensation and terms and 
conditions pursuant to Chap. 197, 
Statutes, for the acquisition by 
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the village of Whitehall of the 
company’s property used and use- 
ful to render public electric util- 
ity service at Whitehall. By stipu- 
lation an action in the circuit court for 
Dane county for review of the Com- 
mission’s orders in Docket 2—U-1256, 
supra, was dismissed. The orders 
have therefore become effective. Un- 
der such orders the village may acquire 
the electric distribution system at 
Whitehall but does not acquire a trans- 
mission line running through the vil- 
lage extending from Alma Center 
through Blair and Whitehall as far as 
Independence. To operate the elec- 
tric distribution system as a mu- 
nicipal utility the village seeks from 
the company service for resale pur- 
poses. 

It was stipulated at the hearing that 
upon demand by the village for such 
service the company so far has refused 


to agree to furnish the service. It 
was also stipulated that at the present 
time the only resale customers of the 
company who receive their entire re- 
quirements from the company are 
Wisconsin Central Utilities Company, 


serving Augusta; Midland Public 
Service Company, an affiliated com- 
pany serving Abbotsford and certain 
other communities; and municipal 
utilities at Bangor, Bloomer, Cadott, 
Colby, Rice Lake, and Westby. Re- 
sale service to Westby was commenced 
in 1924 while all other customers 
have been served since prior to that 
date. There was also stipulation that 
if the company is required by valid or- 
der of the Commission to render serv- 
ice to the village of Whitehall such 
service will be rendered under the 
company’s rate schedule now on file 
designated as W-1. 
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[1] The position of the company is 
that only after it contracts with a cus- 
tomer to render service for resale pur- 
poses pursuant to § 66.06(4) (a) 
Statutes, does the Commission assume 
jurisdiction as to such service and the 
rates therefor. The company asserts 
that it has no obligation as a public 
utility to render such service and that 
it need render such service only to cus- 
tomers with which it is willing to con- 
tract. In reply to questions by Com- 
mission staff members counsel for the 
company stated at the hearing that the 
Commission’s jurisdiction over serv- 
ice for resale exists by reason, of 
§ 66.06 (4) rather than by Chap. 
196 and that the Commission’s 
jurisdiction would not be over the 
company in its capacity as a public 
utility. 

The village takes the position that 
in connection with the acquisition pro- 
ceeding we may direct the company to 
render service. 

Section 66.06(4) is part of the mu- 
nicipal law and grants municipalities 
the power to enter into contracts for 
certain services. The powers of the 
Commission, on the other hand, are 
derived from the utility law. We con- 
sider that the language of § 196.01 
gives us jurisdiction over anyone en- 
gaged in rendering public utility serv- 
ice “either directly or indirectly to or 
for the public” and empowers us un- 
der provisions of Chap. 196 to direct 
Northern States Power Company to 
render electric service for resale pur- 
poses to the village of Whitehall. In 
Calumet Service Co. v. Chilton 
(1912) 148 Wis 334, 336, 135 NW 
131, our supreme court has stated that 
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“directly or indirectly to or for the 
public includes service whether to a 
municipality or its inhabitants, or 
both, or by a municipality for itself 
or its inhabitants.” 

[2] Under decisions of our su- 
preme court (State ex rel. Wisconsin 
Traction, Light, Heat & P. Co. v. Cir- 
cuit Court [1915] 162 Wis 234, 155 
NW 139; Eau Claire v. Wisconsin- 
Minnesota Light & P. Co. 178 Wis 
207, PUR1922D 666, 189 NW 476; 
Wisconsin Power & Light Co. v. Pub- 
lic Service Commission [1935] 219 
Wis 104, 10 PUR(NS) 115, 261 NW 
711) Northern States Power Com- 
pany has a separate legal entity as a 
public electric utility in the village of 
Whitehall. Northern States Power 
Company as a system utility has been 
rendering service for resale purposes 
to Northern States Power Company as 
the public electric utility in the village 
of Whitehall. By the acquisition pro- 
ceeding the village now becomes sub- 
stituted for the company as the public 
electric utility in Whitehall. 

The transfer of ownership of the 
Whitehall electric utility in no way 
changes the obligation of the company 
as a system utility to continue render- 
ing service for resale with or without 
a written contract. The situation in 
this case is substantially the same as 
that in Milwaukee v. West Allis 
(1935) 217 Wis 614, 258 NW 8351, 
259 NW 724. The city of Milwaukee 
on October 18, 1905, entered into a 
contract with the then village of West 
Allis under which West Allis agreed 
to buy water from Milwaukee for re- 
sale. On October 25, 1926, the com- 
mon council of the city of Milwaukee 
adopted a resolution declaring the con- 
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tract terminated as of January |, 
1930. At page 620 the court ruled as 
follows: 

“The water plant of the city of Mil- 
waukee is a public utility. . . . As 
such, under the public utility law, it 
was and is required to render adequate 
service. It has not refused to perform 
its statutory duty. What it 
did refuse to do was to continue to per- 
form the contract. In the absence of 
a schedule covering the service ren- 
dered to parties situated as is West Al- 
lis, it is the duty of the water depart- 
ment of the city of Milwaukee to file 
its schedule covering the service with 
the Railroad Commission (now Pub- 
lic Service Commission), whereupon 
the reasonableness of the rate so fixed, 
if in dispute, may be determined in 
proceedings had pursuant to the pub- 
lic utility law. This will cover serv- 
ice to be rendered in the future. The 
contract being at an end, the city of 
Milwaukee could not of course pro- 
ceed under the terms of ihe contract 
to terminate the service. While it is 
freed from the contract, it is subject 
to the law, and under the law it must 
continue to render service in accord- 
ance with the law. .” (Italics 
ours. ) 

Northern States Power Company 
has a duty to serve a member of the 
public which desires service if the de- 
sired service is within the field of the 
company’s profession. The company 
cannot deny nor escape that duty upon 
the ground that other customers in the 
same class as Whitehall are empow- 
ered to and have entered into contracts 
for the furnishing of service to them. 
The service of the public at Whitehall 
is clearly within the field of the com- 
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sany’s profession because the company 
nits separate capacities of public util- 
ity at Whitehall and of system utility 
has been engaged in serving the pub- 
ic both directly and indirectly in that 
municipality for many years and is 
sill engaged in such service. The 
fact that the village will take over the 
company’s distribution system at 
Whitehall doubtless operates to ex- 
tinguish the company’s privilege to 
serve the public in Whitehall directly. 
That fact, however, does not alter the 
obligation of the company in its ca- 
pacity as a system public utility to con- 
tinue to serve the public electric utility 
at Whitehall directly and the general 


public in the village of Whitehall in- 
directly. 

[3] Counsel for the company 
points out that the municipal acquisi- 
tion will terminate the company’s in- 
determinate permit in Whitehall and 
asserts that consequently the company 
will be unable to render service there 
as a public utility. The existence or 
nonexistence of an indeterminate per- 
mit is not determinative of the obliga- 
tion of a public utility to render serv- 
ice within the field of its profession. 
All system utilities in Wisconsin serve 
the public in many municipalities oth- 
erwise than under indeterminate per- 
mits. 
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Re Northern States Power Company et al. 


[2-U-657.] 


Return, § 11 —Basis for computation — Original cost. 
1. The net original cost and the net cost of a utility plant, rather than the 
reproduction cost new less depreciation, were used to compute return, where 
it was believed that the present cost of reproduction new less depreciation 
would not differ materially from the net cost to the company, p. 247. 


Return, § 87 — Electric utility — Original cost — Cost to company — Rate base. 
2. A return of 6.3 per cent on an original cost rate base and 5.8 per cent on 
a cost to company rate base was held to be reasonable in the case of an elec- 


tric utility, p. 248. 


Rates, § 347 — Small power and lighting — Separate meters and billing. 
3. A commercial lighting schedule providing rates for combined power and 
lighting service, without requiring two meters and separate billing, should 
be available to smal! customers, p. 249. 

Rates, § 283 — Two-part rate combinations — Demand and energy type rate. 
4. Demand and energy type power rates are designed primarily for power 
loads substantially in excess of two horsepower, and application of this type 


of rate to power loads of one or two horsepower results in excessive billing 
and metering costs which are a burden to customers, p. 249. 


[16] 
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Rates, § 197 — Unit for rate making — 


Combined utilities. 


5. It is an established principle of regulation that each utility in so far as 
possible must stand on its own feet, p. 250. 


Rates, § 156 — Maintenance of service — Operation at a loss. 


6. A utility, if it is to render adequate service, cannot be operated at a sup- 
stantial net loss over extended periods of time, p. 250. 


Return, § 96 — Heating service — Reasonableness. 


7. A proposed increase in rates for heating service for the heating season 
will be approved where it appears that the proposed rate will not yield rey- 
enues in excess of a 5 per cent return on original cost, p. 251. 


[August 12, 1940.] 


NVESTIGATION on Commission's own motion into the rates, 
rules, and practices; new rate schedules established. 


By the Commission: Under date 
of December 7, 1933, the Commission 
issued its order for and notice of in- 
vestigation in the above docket. At 
that time the Commission had pending 
22 formal complaints against various 
rates, rules, and practices of the re- 
spondents, all of which were consoli- 
dated under docket 2—U-657. 

Hearings in this docket and matters 
related thereto have been held as fol- 
lows: March 5, 6, October 22, 1935, 
at Eau Claire; May 2, September 26, 
27, 30, November 15, December 9, 10, 
11, 12, and 13, 1935, at Madison; 
February 12, 13, 14, 17, May 5, 6, 7, 
8, 11, 12, June 17, 18, 19, September 
30, 1936, at Madison; July 13, 1937, 
September 30, 1937, at Madison; No- 
vember 30, 1938, at Madison; May 2, 
1939, March 4, 1940, at Madison. 

The following appearances were en- 
tered at one or more of the hearings: 
Northern States Power Company, by 
G. V. Rork, President, N. H. Buck- 
staff, Assistant Treasurer, and L. N. 
Gobler, Auditor ; Bundy, Beach & Hol- 
land, Attorneys, Eau Claire, by P. M. 
Beach, and J. M. Campbell; Cummins, 
Hagenah & Flynn, Attorneys, Chicago, 
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by Paul Reiss (deceased); Fowler, 
Youngquist, Furber, Taney, and John- 
son, Attorneys, Minneapolis, Minne- 
sota, by G. A. Youngquist ; city of Eau 
Claire, by John B. Fleming, Corpora- 
tion Counsel, D. D. Lockerby, Mayor, 
and A. R. Garnock, City Engineer; 
Citizens’ Taxpayers League, Eau 
Claire, by C. H. Stuck; city of 
Viroqua, by Peter Hexvold, Council- 
man, and A. R. Garnock, City Engi- 
neer; city of Loyal by Pat Lindner; 
city of La Crosse by Oscar Swennes, 
City Attorney (deceased), and Fred 
E. Steele, City Attorney ; city of Spar- 
ta, by L. J. Goodman, City Attorney; 
city of Chippewa Falls, by J. E. Pan- 
nier, City Attorney; city of Bloomer, 
by J. G. Prueher, City Attorney, F. C. 
Dutton, City Clerk, and Charles Reetz, 
Mayor; city of Rice Lake, by H. T. 
Thorson, City Attorney, Dr. J. W. 
Wallis, Mayor, and T. G. Hoff, City 
Clerk ; city of Colby, by J. G. Prueher, 
Attorney, C. R. Whitney, Alderman, 
and Wm. Dallman, Manager, Mu- 
nicipal Light and Water Department; 
Federal Power Commission, as ob- 
servers, by John J. O’Neil, and L. E. 
Nash, Washington, D. C., Jackson 
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county, by Hon. P. A. Hemmy, Hum- 
bird; Buffalo county, by Hon. Arthur 
Hitt, Alma, H. J. Bowe, Chippewa 
Falls, P. A. Hemmy, Humbird, 
Arthur Hitt, Alma, C. C. Kennedy, 
town of Seymour, A. J. Liehe, Chip- 
pewa Falls, L. E. Moh, Granton, L. A. 
Mohr, Bloomer, Earl Robinson, Mon- 
dovi, Wm. Rubenbauer, Alma Center, 
Chester Smith, Loyal, Sidney Smith, 
Loyal, and John Wocjik, Thorp. 

Since the inception of this investiga- 
tion on December 7, 1933, the Com- 
mission has completed a number of 
studies and analyses of various phases 
of the respondents’ operations. Many 
orders were issued effecting changes 
in rates, rules, and practices of the 
companies. Many additional adjust- 
ments and revisions were made in- 
formally. 

Although this investigation con- 
cerns both the Northern States Power 
Company and the Midland Public 
Service Company, the discussion here- 
in refers primarily to the former com- 
pany unless both companies are in- 
dicated. 

Action taken by the Commission 
may be classified for the purposes of 
this opinion under the following head- 
ings: 


Establishment of Fixed Capital 
Records 


On April 10, 1935, the Commission 
by letter directed all Class A utilities 
to submit by June 30, 1935, plans 
for the establishment and maintenance 
of uniform fixed capital records on a 
unit plan of property accounting basis. 
An order requiring the respondents to 
| establish such records was issued No- 
vember 8, 1935 (File 2-U-920). 
With the codperation of the compa- 
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nies’ forces, Commission engineers be- 
gan the work of making a detailed in- 
ventory as of December 31, 1935, of 
all electric, gas, heating, and bus prop- 
erty. Maps were prepared spotting the 
location of poles, conductors, and other 
distribution and transmission equip- 
ment, card records listing the poles, 
crossarms, pins, insulators, conduc- 
tors, transformers, and all other equip- 
ment on each pole were developed, and 
in so far as possible, the date of in- 
stallation of each item of equipment 
was determined. 

Concurrently with the preparation 
of the inventory, Commission and 
company accountants analyzed the rec- 
ords of the company to determine the 
original cost of the various units of 
equipment (original cost, as here used, 
being the cost at the time the property 
was first devoted to public use). 
From these data and the inventory the 
original cost of the utility’s total prop- 
erty was determined as of December 
31, 1935. Subsequent to 1935 the 
company’s records were kept on a 
continuous fixed capital record basis 
and by adding net property additions, 
the original cost of the property was 
determined as of April 30, 1940, to 
be as follows: 

-» $25,651,485 
2,674,323 


175,725 
872,073 


Electric utility plant in service 
Gas utility plant in service 
Heating utility plant in service .. 
Common property 


Total utility plant in service $29,373,606 


Other physical property $2,044,509 


The actual cost to the company of 
electric utility plant was $2,132,203.34 
in excess of the original cost shown 
above—this additional cost represent- 
ing water power value of $1,268,000 
and other electric intangibles of $864,- 
203.34. These amounts have been 
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segregated on the company’s books in 
a Utility Plant Acquisition Adjust- 
ment Account assignable to the elec- 
tric department. 


Certification of Depreciation Rates 


Following a study of the company’s 
depreciation requirements, the Com- 
mission on March 4, 1938, 24 PUR 
(NS) 474, issued an interlocutory or- 
der requiring the company to charge 
depreciation expense and credit its de- 
preciation reserve account in the 
amount of $600,000 per annum as an 
estimated annual depreciation of the 
company’s property until further or- 
der of the Commission. 


Thereafter, on November 13, 1939, 
the company filed its estimates of an- 
nual depreciation rates applicable to 
each class of plant used for public 
utility purposes as _ required by 
§ 196.09, Statutes, and this filing was 
docketed in Case 2-U-1527. An or- 
der was issued January 12, 1940, cer- 
tifying rates of depreciation applicable 
to classes of utility plant. These rates 
resulted in a composite depreciation 
rate of 2.5 per cent on electric utility 
property; 2.1 per cent on gas utility 
property ; 3.3 per cent on heating util- 
ity property ; and 3.3 per cent on com- 
mon property. 


Changes in Financial Structure 


It was obvious that the financial 
structure of the Northern States Pow- 
er Company of Wisconsin at the time 
of the institution of these proceedings 
needed revamping. The balance 
sheets and income accounts of the 
company evidenced unsound financial 
practices, many of which can be traced 
to the predecessor management. 
Remedial action was difficult because 
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of the sacrifices which it appeared 
would have to be made by the equity 
interests. However, despite numeroys 
obstacles, with the codperation of the 
present management a highly satisfac. 
tory readjustment of the company’s 
financial structure has been accom. 
plished. 

In summary, the financial adjust- 
ments outlined above (1) substituted 
common stock for about 90 per cent of 
the $5,000,000 of 7 per cent preferred 
stock outstanding and on which divi- 
dend arrears of $40.834 per share 
had accumulated as of December 31, 
1938, and reduced the dividend rate 
to 5 per cent on the remaining pre- 
ferred stock; (2) reduced the compa- 
ny’s interest requirements by the sub- 
stitution of 34 per cent bonds for 
bonds bearing 5 per cent, 6 per cent, 
7 per cent, and 8 per cent interest rates, 
and by the exchange of $2,532,700 
of common stock for a like amount of 
5 per cent, 5.5 per cent, 7 per cent, and 
8 per cent bonds held by the Northern 
States Power Company (Minnesota); 
(3) eliminated $16,980,000 due on 
open account to the Minnesota Com- 
pany by the substitution of $8,000,000 
of common stock and the cancellation 
of the balance of the account of $8- 
980,000, (4) effected a merger with 
Chippewa Power Company whereby 
Northern States Power Company at- 
quired direct ownership of approxi- 
mately $2,500,000 of electric property 
which had formerly been operated ut: 
der a lease agreement; (5) effected 
accounting adjustments whereby, out 
of the capital surplus of $8,980,000 
created through cancellation of the 
entire company open acount, $4,000; 
000 of additional depreciation reservt 
was created and $4,980,000 was appro 
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priated to a reserve for adjustment of 
book cost of investments so as to more 
correctly reflect the true financial con- 
dition of the company. 

The improvement which has taken 
place in the company’s financial struc- 
ture since the beginning of this inves- 
tigation appears in the following com- 
parative balance sheets as of December 
31, 1933, and April 30, 1940: 


NorTHERN STATES Power COMPANY 
CoMPARATIVE CONDENSED BALANCE SHEET 


Dec. 31, Apr. 30, 


Assets 1933 1940 


Fixed Capital 
counts $34,647,377 $34,009,441 
Investment Accounts 4,356,770 4,724,939 


Current and Accrued 
1,067,887 4,332,640 


Assets 
Current Accounts with 

Affiliated Companies 207,805 

15,626 

744,306 


Prepaid Accounts ... 
3,678,000 


Ac- 


17,536 
1,006,585 


10,100 


Deferred Debits 
Reacquired and Treas- 
ury Securities 
Commissions and Ex- 
penses on Capital 
305,416 359,531 


-» $45,023,187 $44,546,758 





Total 

Liabilities 
Capital Stock Ac- 

counts $7,500,000 $18,032,700 
Long-term 

Accounts 19,413,000 17,647,352 
Current and Accrued 

463,938 1,268,693 

16,966,194 


Liabilities 

Open Accounts with 

Affiliated Companies 

Current Accounts with 

Affiliated Companies 81,716 56,110 

Deferred Credit Ac- 

counts _ 49,281 19,829 
Depreciation 

(296,113) 5,416,412 

224,985 1,357,013 

130,228 237,598 

489,958 511,051 

$45,023,187 $44,546,758 

( ) Denotes red figures. 


Reserve 
Account 

Other Reserve 
counts 

Contributions in Aid 
of Construction ... 
Uneppropriated Sur- 





Interim Rate Revisions 


To provide for reductions in rates 
where they appeared necessary and 
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could be justified by the results of the 
investigation to date, interim, inter- 
locutory, emergency, and temporary 
orders were issued from time to time 
during the progress of the investiga- 
tion. Since the investigation in this 
proceeding has been very comprehen- 
sive and complete, neither the Commis- 
sion nor the company felt that reason- 
able revisions in rates should be with- 
held until the completion of the 
investigation. 

Reductions in rates for gas and elec- 
tric service have been provided as fol- 
lows, either in this or related proceed- 
ings or through informal negotiations: 

Annual 

Gas Rate Reductions Reduction 
Dockets 2-U-311, 2-U-514, 2-U- 
542, and 2-U-552, order dated 
December 7, 1933 affecting resi- 
dential and commercial service 


3 informal reductions from De- 
cember 7, 1933 to date 


$48,000 
1,295 


$49,295 


Total gas rate reductions ... 


Annual 
Electric Rate Reductions Reduction 
Docket 2-U-470, order dated Jan- 
uary 16, 1933, providing for tem- 
porary reduction in rural rates 
Dockets 2-U-470, 2-U-657, order 
dated June 1, 1934 (4 PUR 
(NS) 395) providing for emer- 
gency reduction in rural rates 
Dockets 2-U-470, 2-U-657, order 
dated November 27, 1935, pro- 
viding for permanent reduction 
in rural rates 
Docket 2-U-657, order dated 
April 21, 1937, providing for 
permanent reduction in rural 


$6,400 


27,000 


27, 1937 (19 PUR(NS) 153) 
providing for reductions in resi- 
dential, commercial, heating and 
cooking, rural, resale, municipal 
pumping, and street lighting 


tober 29, 1937, providing for re- 
duction for rural residential 
service 

Docket 2-U-657, order dated Feb- 
ruary 29, 1938, providing for 
reduction in power rates 
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Dockets 2-U-1382, 2-U-1398, or- 
der dated June 14, 1939, provid- 
ing for reduction to nonfarm 
customers 

Informal reductions from Decem- 
ber 7, 1933, to date 


3,053 


Total electric rate reductions $426,311 


Total gas and electric rate re- 


ductions $475,606 


In addition to the foregoing, other 
changes in rates were made for which 
no accurate estimates of reductions 
were available. A further loss in rev- 
enue was sustained by the application 
of a “low cost rate plan” placed in ef- 
fect by the company as a result of the 
Commission’s order dated June 29, 
1935, in docket 2-U-810. It appears 
probable that reductions in rates dur- 
ing the course of this investigation 
have resulted in savings to customers 
in excess of $500,000 on an annual 
basis. 

Many of the rate revisions resulted 
in the elimination or revision of ob- 
solete and discriminatory rate forms. 
Rules covering the application of rates 
and extensions have also been modern- 
ized and in many cases made more 
liberal than the preceding rules. This 
is especially true in the case of rural 
rates and extension rules. 


Financial and Earnings Data for the 
Year Ended April 30, 1940 


The extensive accounting, engineer- 
ing, and rate investigations and analy- 
ses which were necessary in connection 
with the certification of depreciation 
rates, authorizations for issuance of 
securities, determination of original 
cost and cost to the company of utility 
property, various accounting adjust- 
ments, installation of continuing prop- 
erty records, and rate adjustments 
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have now been completed or are in the 
process of completion. To bring these 
investigations up to date, the staff 
with the cooperation of the company, 
has prepared the following schedules 
reporting income and financial data 
for the year ended April 30, 1940, and 
the companies have filed a written con- 
sent to their use herein the same as if 
they had*been duly proved by the testi- 
mony of competent witnesses. 

[Balance sheet as of April 30, 1940, 
omitted, shows assets and liabilities per 
book, $48,263,549.19 ; adjustments of 
property, $3,716,791.10; after ad- 
justments, $44,546,758.09. The ad- 
justments reflect entries necessary to 
record the original cost and reclassifi- 
cation of plant in accordance with ac- 
counting requirements of the Commis- 
sion. The actual recording of the 
entries in the accounts is being held in 
abeyance pending receipt of approval 
of Federal Power Commission. 

Net book value of plant on original 
cost and cost to company bases, in- 
cluding working capital, materials 
and supplies for the year ended April 
30, 1940, is shown to be total, $26,- 
663,954; electric, $24,378,440; gas, 
$2,163,988; heating, $121,526; com- 
mon property, $252,562 (in red fig- 
ure). 

Income statement per books and as 
adjusted for the year ended April 30, 
1940, shows per books net income, 
$1,463,822, and after adjustments, 
$1,253,331. Operating statement for 
electric utility for the year ended 
April 30, 1940, shows net operating 
income per books, $1,885,091, and ad- 
justed operating statement, $1,737, 
537; operating statement for gas util- 
ity per books net operating income, 
$87,178, and adjusted operating state- 
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ment, $83,211; heating utility operat- 
ing statement per books net operating 
income deficit, $16,820, and adjusted 
operating statement deficit, $16,770; 
bus utility net operating income deficit, 
§279.] 

[1] In giving consideration to the 
reasonableness of the present earnings 
of the several utilities, we now have 
before us an agreed-upon estimate of 
the original cost and cost to the com- 
pany of the utility plant, including al- 
lowances for materials and supplies 
and working capital. Neither the 
company nor the Commission’s staff 
has submitted estimates of the cost of 
reproduction new less depreciation as 
of April 30, 1940. The record con- 
tains much testimony from both com- 
pany and Commission witnesses as to 
the cost of reproduction as of July 1, 
1934. After giving consideration to 
the net additions since that date and 
the trend in prices of utility property, 
we doubt that the present cost of re- 
production new less. depreciation 
would differ materially from the net 
cost to the company. Accordingly, in 
computing the rate of return earned by 
the company, we have based the calcu- 
lations on the net original cost and the 
net cost to the company of its utility 
plant. 


In reviewing the net operating in- 
come of the company, it is obvious that 
the heating department is operating at 
aloss and that the return earned by the 
gas department is not unreasonably 
high being only about 4 per cent on a 


net original cost rate base. Accord- 
ingly, any excess return earned by the 
company must be in the electric depart- 
ment. 

Electric net operating income for 
the year ended April 30, 1940, per 
books was $1,885,091. After a minor 
adjustment of depreciation expense 
and recalculation of taxes to give ef- 
fect to current rates for electric energy 
taxes, capital stock taxes, and income 
taxes, together with a redistribution 
of income taxes between operating and 
nonoperating functions, electric oper- 
ating income is reduced to $1,737,537, 
as shown by Schedule 4. 

However, there are certain abnor- 
mal or unusual conditions affecting 
electric operations for the year ended 
April 30, 1940. These have been item- 
ized in the notes appended to the in- 
come statement, Schedules 3 and 4, 
supra. Also, the new steam plant at 
La Crosse is expected to go into oper- 
ation about October 1, 1940, and this 
will increase the property account, de- 
preciation, and tax expense. Income 
for the year ended April 30, 1940, al- 
ready includes revenues attributable to 
the availability of the new steam 
plant. 

In the following table the effect on 
electric operating income is shown if 
full consideration is accorded the ab- 
normal or unusual items affecting elec- 
tric operations, the figures being com- 
piled from estimates in the foregoing 
schedules and both company and Com- 
mission staff estimates being reflect- 
ed: 
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Estimated effect of unusual or abnormal 
items on electric operating income 
Year ended April 30, 1940 


Commission 
staff 

. Loss in revenue under 
new contract with 
Northern States Pow- 
er Company (Minne- 
sota) effective Janu- 
ary 1, 1 

2. Loss in revenue 
through commercial 
and power rate reduc- 
tion effective in Au- 
gust 1939 

. Adjustment for effect 
of normal water year 
. Nonrecurring load 
building expenses 

. Reduction in cost of 
power under new 
Northern States Pow- 
er Company (Minne- 
sota) contract effec- 
tive January 1, 1940 17,818 


6. $129,679 
7. Effect of income tax- 
es (25.05 per cent) .. 32,485 


Com- 
y 


*20,000 
*77,715 
36,952 


*20,000 
*96,963 
36,952 


17,818 
$148,927 
37,306 
$111,621 








8. Balance $97,194 

9. Estimated taxes and 
depreciation on new 
steam plant at La 
Crosse (net after in- 
come tax effect) .... 

10. Total net effect on 
net electric operating 
income 

11. Electric operating 
come (Schedule :* 


58,905 58,905 


156,099 170,526 
1,737,537 1,737,537 





12. Adjusted electric op- 
erating income $1,581,438 $1,567,011 
* Denotes red figure. 


The return indicated by the adjust- 
ed operating income is shown below: 


1. Net original cost of electric 
plant, including working capital 
(Schedule 2) 

2. Estimated investment 
steam plant at La Crosse . 


$22,246,237 
1,532,778 


3. Total on original cost basis .. $23,779,015 
4. Acquisition adjustment account 2,132,203 


5. Total on cost to company basis $25,911,218 
6. Adjusted electric operating in- 
come: 
(a) Company 
(b) Commission staff 


35 PUR(NS) 


1,567,011 
1,581,438 


7. Rate of return indicated : 
(a) On original cost basis— 
(1) Company 
(2) Commission staff 
(b) On cost to company ba- 
sis— 
(1) Company 
(2) Commission staff 
From the above it is seen that on 
either basis the rate of return on the 
electric department amounts to about 
6.6 per cent on original cost of prop- 
erty and 6.1 per cent on the cost to the 
company, and, as previously indicated, 
we would expect current cost of re- 
production estimates to be fairly close- 
ly in line with the cost of the property. 


[2] In view of all the circumstance. 
es of the case, we believe a reduction of 
from $100,000 to $125,000 a year in 
revenues is warranted and have pre- 
pared revised rate schedules hereinaft- 
er set forth which it is estimated will 
reduce electric revenues approximately 
$110,000 a year. After considering 
the effect on income taxes, this will re- 
duce net operating income by about 
$80,000 a year. This will reduce net 
electric operating income, on the basis 
of Commission staff estimates, to 
$1,501,438, which would be a return 
of 6.3 per cent on an original cost rate 
base of $23,779,015 and 5.8 per cent 
on a cost to company rate base of $25, 
911,218, which returns we believe are 
reasonable in this instance. 

At this point, it may be well to em- 
phasize the aid which the original cost 
estimates of property have been to us 
in disposing of this case and to ac- 
knowledge the codperation which we 
have had from the company in deter- 
mining the original cost estimates. For 
several years the company and our 
staff have been analyzing original cost 
of property and setting up a continuing 
property record. This work has been 
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tedious and has entailed considerable 
cost. The fruits of the work lie in the 
case with which one of the most im- 
portant factors influencing a rate base 
can be determined and the confidence 
which may be had in returns indicated 
by the use of original cost. In the in- 
terest of simplification of rate-making 
procedure and reduction of costs to 
the company and to the Commission, 
we are certain that the use of the net 
original cost figures now available will 
continue to be of great value in future 
proceedings as it was in this pro- 
ceeding. 


Proposed Rates 


The following rates are proposed 
for electric service rendered to the fol- 
lowing classes of customers: [Sched- 
ules omitted. ] 

The residential, commercial, urban 
general power, rural commercial, rural 
power, and municipal pumping rates 
are lower rates than corresponding 
rates now applied by the companies. 
In the case of the residential and com- 
mercial rates only, there is also in- 
volved a reclassification of communi- 
ties in which the various rates are ap- 
plied. All communities which were 
previously classed as Class B are to be 
classified as Class A for rate applica- 
tion purposes. Twenty-eight Class C 
communities formerly served under 
Class III rates have been advanced to 
Class B communities and will hence- 
forth be served at Class II rates. The 
rate revision involves, therefore, both 
a reduction in the level of the rates and 
a transfer in the case of 45 communi- 
ties to a more advantageous rate clas- 
sification. Certain other provisions of 
the residential rates relating to deter- 
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mination of demand have been liberal- 
ized. 

[3, 4] The minium monthly bill in 
the general power rate is being in- 
creased from $1 for 1 horsepower or 
less to $2 for 2 horsepower or less 
and the minium monthly bill of the in- 
termediate power rates will be based on 
a minimum demand for billing pur- 
poses of 1.5 kilowatts. The change in 
the minimum bill of the general power 
rate is designed to encourage small 
customers with two horsepower or less 
of connected load to transfer to the 
commercial lighting schedule where 
their use of power service can be com- 
bined with the lighting service. Some 
customers will receive their power 
service at lower rates by such a trans- 
fer, while others will receive a reduc- 
tion on the combined lighting and 
power service. In some instances 
small increases may result where the 
customer’s present lighting use is very 
small. However, we feel that it is de- 
sirable at this time to eliminate the ne- 
cessity for two meters and separate 
billing for small customers on the gen- 
eral power rate. The change in the 
minimum demand provision is also de- 
signed to accomplish the transfer of 
small power customers from the inter- 
mediate power rate to the commercial 
lighting rate, or in some instances, to 
the general power rate. Customers 
with power loads of 2 horsepower or 
less would receive increases if they re- 
mained on the intermediate rate. 
However, such increases can be avoid- 
ed in part, and in some cases, re- 
ductions can be secured by a trans- 
fer. The intermediate power rates are 
demand and energy type rates. This 
type of rate is designed primarily 
for power loads substantially in excess 
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of 2 horsepower. The application of 
this type of rate to power loads of 1 
or 2 horsepower results in excessive 
billing and metering costs which are 
a burden to other customers. To the 
extent that expenses of the company 
can be reduced, these savings can be 
passed on to its customers in the form 
of further reductions in rates. In 
most cases the transfer to other sched- 
ules will involve changes in wiring on 
customers’ premises. In other cases 
where changes in rates have required 
changes in wiring, the utilities affect- 
ed have usually codperated with the 
customer in making such changes. It 
is recommended that the company ex- 
tend such codperation in making 
changes within the limits of its rules 
and practices. 

The rate proposed for municipal 


Particulars 
Gross revenue 
Operating expenses: 


Production expenses ...... eee eueee cesar 


Distribution expenses 


sult in savings to customers of approx. 
imately $110,000. 


Rates for Heating Service 


[5, 6] In connection with the pro- 
ceedings in this docket, the company 
has submitted a petition requesting an 
increase in the rates for heating sery- 
ice furnished at La Crosse. The 
company’s petition alleges that for 
many years the revenues received for 
hot-water heating service rendered at 
the existing rates have been insufficient 
to meet operating expenses and pro- 
vide a fair return upon the value of the 
property used in rendering such serv- 
ice. 

A statement of heating utility oper- 
ating revenues and expenses for the 
year ended April 30, 1940, per books, 
and as adjusted follows: 

Adjusted 

Operating 

Statement 
$70,134 


Per 
Books 


Adjustment 
(Schedule 8) 


Customers’ accounting and collecting expense 


Administrative and general expenses 


Depreciation* 
Taxes other than income taxes 
Income taxes 


Total operating expenses 
Net operating income 


$73,564 
6,248 


= 7,092 


$86,904 
($16,770) 


($50) 


($16,820) $50 


* The depreciation provision per books for the year ended April 30, 1940, was not distributed 
by departments. For the purpose of this statement, depreciation was allocated on the basis of 


relative requirements under certified rates. 


pumping service will benefit certain 
municipalities which can meet its 
terms and conditions. 

On the basis of consumption for the 
past year, it is estimated that the appli- 
cation of the foregoing electric rates, 
together with the incidental transfers 
from one schedule to another will re- 


35 PUR(NS) 


The foregoing statement shows that 
after adjustment, the heating utility 
failed to meet operating expenses and 
depreciation and taxes by $16,770 for 
the year ended April 30, 1940. An 
examination of operating statements 
for the past five years discloses that 
this same situation has prevailed on the 
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average during that period. Consid- 
erable fluctuation in the annual results 
of operation may be expected because 
of the wide variation in heating re- 
quirements due to the weather. 

In its petition the company requests 
authority to increase the rate for the 
heating season from 19 cents to 24 
cents per square foot of required ra- 
diation, and to modernize the provi- 
sions relating to the determination of 
required radiation and other service 
rules. 

It is estimated that the proposed 
rate increase and the change in the 
method of computing required radia- 
tion (discussed below) will increase 
the annual revenues of the heating 
utility by approximately $21,482. 

It is an established principle of reg- 
ulation that each utility in so far as 
possible must stand on its own feet. 
It is also evident that a utility, if is to 
render adequate service, cannot be op- 
erated at a substantial net loss over ex- 
| tended periods of time. 

[7] Reference to Schedule 2 shows 
the original cost of utility plant less 
depreciation, plus materials and sup- 
plies, for the heating utility was ap- 
proximately $121,500 as of April 30, 
1940. On the basis of operations for 
the past several years, it appears that 
the proposed rate will not yield reve- 
nues in excess of a 5 per cent return on 
original cost. The proposed increase, 
therefore, appears to be warranted. 

The following rate and rules are 
proposed: [Schedule omitted. ] 

The rate outlined above embodies 
three important changes. The rate is 
increased by 5 cents per square foot of 
radiation required, the method of com- 
puting required radiation has been 
changed, and the heating period has 
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been extended to May 31st of each 
year. The company previously calcu- 
lated required radiation on the basis 
of rules of the American Society of 
Heating and Ventilating Engineers, 
as set forth in the American Society 
of Heating and Ventilating Engineers 
Guide, 1925, 1926. The 1939 Guide 
of the American Society of Heating 
and Ventilating Engineers is now 
available and its formulas are con- 
sidered to be more accurate than those 
previously used. This 1939 Guide and 
the more accurate data contained 
therein will be used henceforth in com- 
puting required radiation. Some cus- 
tomers will benefit by this change while 
others will be adversely affected. 

The heating season under the provi- 
sion previously applied extended from 
September 15th to May 15th of each 
year. The company will extend the 
heating period to May 31st of each 
year, thereby in effect offsetting 
through the rendition of additional 
service at least a portion of the in- 
crease in the rate to be charged per 
square foot of required radiation. 

No change is contemplated at the 
present time in the rates applied for 
gas service. 

The bus utility previously operated 
at Eau Claire by the Northern States 
Power Company has been sold to other 
interests during the course of this in- 
vestigation and need not be considered 
at this time. 

The foregoing rate changes are 
being made in the light of existing ec- 
onomic conditions. The present Eu- 
ropean war and the vast national de- 
fense program make it difficult to pre- 
dict with any degree of accuracy even 
immediate future trends. Admittedly, 
present conditions are unstable. We 
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appear to be going through that phase 
of the business cycle when increases in 
revenues are equaling or exceeding in- 
ceases in expenses. However, past ex- 
perience has shown that such a condi- 
tion may be reversed within a 
relatively short time. Large and con- 
tinued increases in revenues would be 
required to offset any further substan- 
tial increases in labor, materials, or 
taxes. 

As a result of the comprehensive 
studies of the company’s fixed capital 
records and the provisions for the con- 
tinuing maintenance of such records, 
the Commission will be in a position 
to ascertain with a minimum amount 
of delay the reasonable revenue re- 
quirements of the company in the 
event of any serious changes in eco- 
nomic conditions affecting this com- 


pany. 
Midland Public Service Company 


The Midland Public Service Com- 
pany is a wholly owned subsidiary of 
Northern States Power Company of 
Minnesota. From an_ operating 
standpoint, however, it is practically 
inseparable from the Northern States 
Power Company of Wisconsin. The 
physical systems are interconnected 
and power is purchased from the 
Northern States Power Company of 
Wisconsin. For many years the ap- 
plicable rates of the Northern States 
Power Company of Wisconsin have 


been applied in the communities 
served by Midland Public Service 
Company. Although our investiga. 
tion discloses that at the present time 
the Midland Company is not earning 
in excess of a reasonable return on the 
original cost of the property, neverthe- 
less, because of its close association 
from the viewpoint of operations, 
rates, and location, the order herein 
will provide that the Midland Com- 
pany shall make effective the same 
rates as those ordered for the North- 
ern States Power Company. It is es- 
timated that the application of the re- 
vised rates will reduce the revenues of 
the Midland Company about $4,000 
annually. 


Findings 


The Commission finds: 

1. That the present rates of the 
Northern States Power Company for 
gas service are not unreasonable. 

2. That the existing rates of the 
Northern States Power Company for 
hot-water heating are inadequate and 
insufficient and that the proposed 
rates set forth herein are reasonable. 

3. That the existing rates of the 
Northern States Power Company and 
its affiliate Midland Public Service 
Company for electric service, which 
are considered herein, are excessive 
and unreasonable, and that proposed 
rates set forth herein are reason- 
able. 





35 PUR(NS) 





nities 
TVice 
tiga 
time 
‘ning 
n the 
rthe- 
ation 
ions, 
rein 
"om- 
same 
Or th- 
S es- 
e re- 
s of 


,000 


RE BOROUGH OF POTTSTOWN 


PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re Borough of Pottstown 


[Application Docket No. 34577.] 


Municipal plants, § 10 — Acquisition — Commission jurisdiction. 


The Commission does not have jurisdiction to approve the acquisition of a 
utility plant by a municipality for service solely within the city’s corporate 
limits, where the public utility opposes such acquisition. 


[July 31, 1940.] 


F eeaupecos for approval of municipality's acquisition of 
gas and water company’s plant; denied. 


By the Commission: On June 8, 
1936, the burgess and town council of 
Pottstown made application to the 
predecessor Public Service Commis- 
sion under the provisions of Art. III, 
§3(d) of the Public Service Company 
Law for a certificate of public con- 
venience approving the right of the 
borough of Pottstown to acquire and 
operate the works and property of 
Pottstown Gas and Water Company 
pursuant to the provisions of § 34, 
Clause 7, of the Act of April 29, 1874, 
P. Ly 48. 


Article III, § 3 (d), of the Public 
Service Company Law provides as 
follows : 

“Upon like approval of the Com- 
mission first had and obtained, as 
aforesaid, and upon compliance with 
existing laws, and not otherwise, it 
shall be lawful. 

“(d) For any municipal corpora- 
tion to acquire, construct, or begin to 
operate any plant, equipment, or other 
facilities for the rendering or furnish- 
ing to the public of any service of the 
kind or character already being ren- 
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dered or furnished by any public serv- 
ice company within the municipality.” 

During the pendency of this pro- 
ceeding the Public Service Company 
Law was repealed by the Public Util- 
ity Law, which latter act does not 
contain any provision similar to the 
provisions of Art. III, § 3 (d) of the 
former law. The only provision of 
the Public Utility Law which subjects 
municipal acquisition or operation of 
utility plants or systems to Commis- 
sion control is § 202 (g) thereof. 
That section provides as follows: 

“Section 202, Enumeration of Acts 
Requiring Certificate. Upon approval 
of the Commission evidence by its cer- 
tificate of public convenience first had 
and obtained, and upon compliance 
with existing laws, and not otherwise, 
it shall be lawful: 


“(g) For any municipal corpora- 
tion to acquire, construct, or begin to 
operate, any plant, equipment, or other 
facilities for the rendering or furnish- 
ing to the public of any public utility 
service beyond its corporate limits.” 
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At the conclusion of the hearings 
upon the instant application it appeared 
of record that the applicant municipali- 
ty did not propose to acquire any 
plant, equipment or other facilities for 
the rendering or furnishing of utility 
service beyond its corporate limits, 
and for this reason the Commission 
on March 27, 1939, took action dis- 
claiming jurisdiction in the premises, 
and thereafter advised the parties ac- 
cordingly. Subsequently, on April 15, 
1939, a petition for rehearing and 
reconsideration was filed by the bur- 
gess and town council of the borough 
of Pottstown which suggested, inter 
alia, that regardless of whether or not 
the borough might now proceed in 
the courts for the acquisition of the 
company’s property without first ob- 
taining Commission approval, the 
Commission is not deprived of juris- 
diction to proceed upon the matters 
involved as the tribunal of first in- 
stance in view of the fact that no ac- 
quisition could legally be consummated 
unless the Commission approved the 
transfer of the company’s property 
to the borough under § 202 (e) of 
the Public Utility Law. 

Section 202 (e) provides in part as 
follows: 

“Section 202. Enumeration of 
Acts Requiring Certificate. Upon ap- 
proval of the Commission, evidence 
by its certificate of public convenience 
first had and obtained, and upon com- 
pliance with existing laws, and not oth- 
erwise, it shall be lawful: 


“(e) For any public utility to ac- 
quire from, or transfer to, any person 
or corporation, including a municipal 
corporation, by any method or device 
whatsoever, including a consolidation, 
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merger, sale, or lease, the title to, or the 
possession or use of, any tangible or 
intangible property used or useful in 
the public service.” (Emphasis sup- 
plied. ) 

While it is true that no transfer of 
the company’s property could legally 
be made without Commission approv- 
al, there is substantial doubt whether 
it is procedurally proper for such ap- 
proval to be sought before other steps 
are taken pursuant to the provisions 
of the Act of April 29, 1874, P. L. 73, 
§ 34, Clause 7. If, however, both the 
municipality and the utility apply to 
the Commission to approve the trans- 
fer in the first instance, we have no 
doubt as to the jurisdiction of the Com- 
mission so to do. In view of these 
considerations, the parties in interest 
were advised that if they stipulated to 
that effect the Commission would take 
jurisdiction over the matters involved 
and proceed to a determination of the 
merits thereof. 

Thereafter, the burgess and town 
council of the borough of Pottstown 
filed a stipulation amending the appli- 
cation so as to request the Commis- 
sion to consider it as seeking approval 
of the transfer of the company’s prop- 
erty under § 202 (e) of the Public 
Utility Law. 

The company, however, advised 
that while it joined in the request for 
the Commission to pass upon the mer- 
its of the proposed transfer it did not 
join in the application for Commission 
approval thereof, but that it continued 
to oppose such approval for the sub- 
stantive reasons which it had previous 
ly advanced both at the hearings in 
the case and in its brief filed with the 
Commission. 

In view of the position taken by the 
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company, we conclude that there still 
remains a substantial bar to our exer- 
cise of jurisdiction, and that we are un- 
able to continue further with this 
proceeding. 

It is our opinion that since the com- 
pany is a necessary party applicant to 
any application seeking approval of 
the transfer of its property under the 
provisions of § 202 (e) of the Pub- 


lic Utility Law, and since the company 
does not here seek our approval of 
such transfer, there is not now before 
us a proper application upon which 
we can act. It follows, therefore, that 
the petition of the burgess and town 
council of the borough of Pottstown 
seeking for rehearing and reconsider- 
ation of our action of March 27, 1939, 
must be denied. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re Shenango Township Water 


Company et al. 


[Application Docket Nos. 59294-59299, Securities Certificates Nos. 145-150.] 


Monopoly and competition, § 23 — Exclusive rights — Charter purpose. 
1. A water company, by stating in its application for a charter that the 
purpose of its incorporation is the supplying of water to the public in a 
certain township, obtains no exclusive right to serve the public all over 
the township, since that statement means only that it holds itself out as 
ready to perform its corporate functions anywhere or everywhere in the 
township provided it is reasonable, p. 255. 


Corporations, § 11 — Approval of incorporation. 


2. The creation and operation of proposed water companies will be ap- 
proved where no competitive or monopolistic conditions will be created 


thereby, p. 256. 


[June 10, 1940.] 


| sromevicsann for authority to create and operate water com- 


panies; granted. 


By the ComMISSION : 

[1] These twelve applications and six 
security certificates have to do with the 
organization of six so-called “paper” 
companies. After organization the six 
companies intend to consolidate with 
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the city of New Castle Water Com- 
pany, which presently is furnishing 
service in a part of each of the six 
proposed charter territories of appli- 
cants, but does not presently intend 
to serve in all parts of the proposed 
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charter territories. The mere fact 
that a water company in applying for 
a charter states the purpose of its in- 
corporation to be the supplying of 
water to the public in a certain town- 
ship means only that it holds itself out 
as ready to perform its corporate func- 
tions anywhere or everywhere in the 
township provided it is reasonable. 
Such a company obtains no exclusive 
right to serve the public in the town- 
ship all over the township: Wyoming 
Valley Water Supply Co. v. Public 
Service Commission, 104 Pa Super 
Ct 432, PUR1932D 86, 159 Atl 
340. 

The applications were duly adver- 
tised and heard, and no protests were 
entered. 

[2] The only other public water 
supply in the proposed charter ter- 
ritory of applicants is that of West 
Pittsburgh Water Company in Taylor 
township. Applicants state that due 
to controlling physical reasons no com- 
petitive situation would rise. 

The creation and operation of these 
proposed water companies will not 
create competitive or monopolistic 
conditions. For this reason the sev- 
eral applications will be approved. 
However, such approval is not to be 
considered as approval of the present- 
ly intended consolidation. Any ap- 
plication that may be filed with us 


hereafter for our approval of such 
consolidation will be considered on its 
merits. 

In each of the six securities certif- 
cates, the filing utility proposes to is- 
sue, for cash, $500 par value of com- 
mon capital stock—the minimum 
amount of stock required to be issued 
under the laws of the commonwealth. 
Since we have found that incorpora- 
tion of each of the six “paper” compa- 
nies is necessary in the public interest, 
and since each company is required by 
law to issue a minimum of $500 par 
value of stock, the six securities cer- 
tificates will be registered. 

The matters and things involved in 
the twelve applications and six securi- 
ties certificates having been duly pre- 
sented and considered, we find and de- 
termine that approval of the twelve ap- 
plications is necessary or proper for 
the service, accommodation, conven- 
ience, or safety of the public; that 
certificates of public convenience 
should issue in evidence of such ap- 
proval; that issuance of securities in 
the amounts, of the character, and for 
the purposes proposed in said secuti- 
ties certificates is necessary or proper 
for the present and probable future 
capital needs of the utilities filing such 
securities certificates; and that said 
securities certificates therefore should 
be registered. 
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Customer Usage Data 


© At Lower Cost ein Less Time 
eWith Greater Accuracy 





THE ONE-STEP METHOD 





OF BILL ANALYSIS 


R & §S Bill Frequency Analyzer: developed for our Utility Rate Service. 
The kw.-hrs. billed are entered un the adding machine keyboard. A tape is 
prepared of all items and a ption total lated which serves as a 
control. At the same time—through this single operation—the bill count for 
each kw.-hr. step is made by the electrically controlled accumulating registers. 














@ A continuance of frequent rate changes—the necessity of checking load-building 
activities—the pressing need for current data on customer usage—are but a few of 
the reasons many Companies are using R & S ONE-STEP METHOD to analyze and 
compile information required for scientific rate making. They have not only reduced 
the costs on this work to a fraction of a cent per item, but have obtained monthly 
or annual bill-frequency tables in a few days instead of weeks and months. 





© Write for your copy of "The One-Step Method of Bill Analysis," an interesting 
booklet which describes briefly how these savings are accomplished. 


Recording & Statistical Corporation 


Utilities Division 
102 Maiden Lane, New York, N. Y. 
Chicago Detroit ‘Montreal ; Toronto 
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$6,000,000 Addition to Buffalo 
Utility Plant 
| Beprdhdt raga kilowatts of generating 
capacity will be added to the 465,000-kilo- 
watt Charles R. Huntley steam station of 
Buffalo Niagara Electric Corporation, it has 
been announced by Colonel Wm. Kelly, vice 
president. The project will cost approximate- 
ly $6,000,000. Actual construction of the nec- 
essary building to house the huge generator, 
boiler and necessary equipment will begin as 
soon as final plans have been completed. 

The order for the building of the sixty- 
cycle, 80,000 kilowatt steam-driven turbine 
generator has been given to the General Elec- 
tric Company of Schenectady. Construction 
of the turbine generator will require approxi- 
mately seventeen months. In the meantime 
general construction of the building will get 
under way so that the plant will be ready to 
receive the equipment when delivery is made. 
The new addition will be ready to deliver 
power within two years. 

In announcing the purchase of the generator 
for the new addition, Colonel Kelly stated: 
“This additional generating capacity which 
will augment the sixty-cycle facilities of the 
Huntley steam station is being started now 
in order to take care of future power re- 
quirements for this area. The additional ca- 
pacity and the large expenditure involved are 
evidence of our confidence in the future de- 
velopment of this section of New York State. 
We believe that power requirements in the 
near future will be such as to bring increased 
demands for our services, and in keeping with 
the policy of the Niavara Hudson System, we 
shall be ready for it.” 


Gas Utilities Show Gains 
Over Last Year 


USTOMERS served by manufactured and 
natural gas utilities totalled 17,637,300 on 


C 


August 31st, an increase of 425,700 over the 
number reported on the same date a year ago, 
it was announced recently by Paul Ryan, chief 
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| Industrial Progress 


Selected information about manufacturers, new prod- 
ucts, and new methods. Also news on utility expansion 
programs, personnel changes, recent and coming events. 


statistician of the American Gas Association. 

Revenues of manufactured and natural gas 
utilities aggregated $587,796,500 for the first 
eight months of 1940. This was an increase 
of 7.3 per cent over the corresponding period 
of 1939. 

Revenues from domestic customers gained 
6.8 per cent, while revenues from industrial 
and commercial uses rose 8.4 per cent. 

Manufactured gas industry revenues totalled 
$254,453,600 for the first eight months, an in- 
crease of 4.4 per cent from a year ago. Reve- 
nues from commercial sales of manufactured 
gas gained 4.0 per cent, while industrial reve- 
nues were 10.5 per cent more than for the 
corresponding period of 1939, Revenues from 
domestic uses such as cooking, water heat- 
ing, refrigeration, etc., were 1.3 per cent more 
than for a year ago. 

Revenues of the natural gas industry for 
the first eight months aggregated $333,342,900 
a gain of 9.6 per cent from a year ago. Reve- 
nues from industrial uses increased 8.4 per 
cent, while revenues from domestic uses rose 
9.9 per cent. 

During the eight months ending August 3lst, 
some 118,397,900,000 cubic feet of natural gas 
were used in generating electric power in 
public utility steam plants throughout the 
country. 


Silex Glass Tea Makers 
Assure Correct Brewing 


A line of glass tea makers has 
been developed by The Silex Company 
which makes it possible to brew tea which 
will meet all the rigid requirements set up by 
the experts. 

The Silex Spray Tea Maker, according to 
the manufacturer, fulfills all the requirements 
of tea experts. It is impossible for the water 
to rise from the lower bowl into the upper 
bowl until it is boiling; the upper bowl allows 
ample room for complete expansion of the 
leaves; the boiling water is sprayed gently 
over the leaves through the tiny holes in the 
cap of the patented Silex Tea Spray; as soon 
as the tea reaches the proper strength it Is 
automatically drawn back into the lower bowl, 
which is already heated by the boiling water 
which was in it; and the delicious, freshly 
brewed tea is kept hot—without any loss of 
flavor and without becoming bitter and strong 
—in the glass lower bowl until it is used. The 
Silex Spray Tea Maker, sold with or without 
a stove, will brew eight cups of tea. : 

For brewing tea in the ordinary way, Silex 
has designed the Teaket—an attractive de- 
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i“ boosts salvage of pipe fittings 


er in 


“the ERUEZ2201> Compound leverage Wrench 


No need to pull valuable men off their own jobs to help budge rusted 

om or frozen fittings. One man does the job quickly and easily with a 
npany FRIEAaIB Compound Leverage Wrench that has 14 times the leverage 
jo power of an ordinary pipe wrench of equal jaw capacity. Simply fasten 
the trunnion on pipe or fitting—whichever is not to move—slip the 
died wrench on, and pump the handle, which is conveniently short to work 


water well in tight places. 

Bod Careful buyers in all types of industry have found this RIBAID 
of the tool pays for itself many times over in salvaged fittings alone. It is a 
ign tool that assures efficiency and economy in your plant—a credit to 
$s soon ‘ your good buying judgment. 

bow Available in 4 sizes—S2, $4, $6, S8 to handle pipe up to 8”. Buy one— 
Reed test it any way you please and you'll see the profit in having several of 
loss of MY these valuable tools. Write for literature or call your jobber today. 

a. The 


vithout The Ridge Tool Co., Elyria, Ohio 


vee Felt Ee 1L PIPE TOOLS 
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canter made of heat-proof Pyrex brand glass 
with an ingenious clip-in straining device and 
pouring spout in the neck. 

Teakets are equipped with attractive, de- 
tachable, chrome decoration or with just the 
clear glass, in 2, 4, or 8 cup sizes. 

For use with Silex Glass Coffee Makers, 
The Silex Company has designed the Strainex. 
This is a carefully built “double-straining” 
device which can be clipped into the lower 
bowl of any narrow neck Silex before making 
tea. Two plates built into the Strainex—one 
with large holes and one with small holes— 
keep the pouring spout from clogging up, but 
prevent loose tea leaves from getting out of 
the bowl. 

Also designed for the narrow neck Silex 
is the Tea Ball Holder and Decanter Cover. 
It has a conveniently slotted rim for holding 
tea ball strings while the tea is brewing and 
a curved edge on one side to act as a spout 
when pouring. It is made of polished chrome 
to resist stains and wear. 

Further information about any of these tea 
making devices may be had by writing The 
Silex Company, Hartford, Connecticut. 


Steel Safety Belt Tail Line 
Tests to 3900 Pounds 


Te M.S.A. Steel Safety Belt Tail Line js 
introduced by Mine Safety Appliances Co, 
of Pittsburgh, Pa. This new unit is a belt 
anchor claimed to possess high strength, ex- 
cellent durability and versatility in applica- 
tion, supplying new freedom of action for the 
man on the job. 

The Tail Line consists of an aircraft-type 
cable, light and flexible, yet tested to 3900 
pounds. Drop forged steel snaps at either end 
are swaged-on by the exclusive M.S.A. Veloc- 
ity Power process, providing a joint between 
snap and cable of strength equal to the cable 
itself, the company announces. 

The steel cable, available in any length, may 
be furnished with a covering for firm, com- 
fortable grasp, resistant to weathering, oil and 
abrasive action. The M.S.A. Steel Safety Belt 
Tail Line is quickly attachable to the D-ring 
of the worker’s belt. Complete details are pre- 
sented in Bulletin No. CF-6, copies of which 
may be secured from the manufacturer. 





New Service Digger for Small 
Pipe and Cable Work 


HE Cleveland Trencher Company, Cleve- 

land, Ohio, recently announced their new 
Cleveland Model 75 Service Digger. This ma- 
chine was introduced to meet the demand for 
a small, compact machine especially adapted 
to the laying of the small diameter pipe lines 
and cables. It excels where working room is 
limited since it is only 45 inches wide overall 
and can work to advantage around the ob- 
structions usually encountered in city and 
suburban areas. 

The Model 75 can dig trenches 8 to 12 inches 
wide and up to 34 feet deep. 

A multi-speed crawler transmission makes 
available a wide selection of digging speeds so 
that the operator can always select the proper 
one for his work. Sixteen special steel buckets 
mounted on the digging wheel handle the dirt 


and discharge it onto a short but rugged con- 
veyor which throws the spoil to either side 
of the machine and requires no shifting. 

The trencher is powered with a 4 cylinder 
engine which develops 27 hp. at 1000 r.p.m, 
and includes self-starter and oil bath air 
cleaner. It burns less than a gallon of gasoline 
per hour. 

The “75” has the same high quality of con- 
struction that is found in other members of 
the “Cleveland” line. Some of the other fea- 
tures possessed by this machine are: unit type 
construction; hydraulic control for raising 
and lowering wheel; use of modern alloy 
steels which give strength without dead 
weight; all gears enclosed in steel housings 
where they run in oil baths and are protected 
by new type oil and grease seals; 100 per cent 
use of anti-friction bearings, and unique dif- 
ferential type steering. 

Since this digger weighs only 7,000 pounds, 
it is evident that it is readily transportable. 


Compact _ trencher 
excels where work- 
ing room is limited. 


wi ge sping Be 
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OWER... 


snearly unfailing as human skill can devise 


HE almost flawless dependability that 
characterizes the electric power and light 
ices of the nation today is the result of 
ts of painstaking scientific development 
. conducted alike by the utility companies 
i by the industries which supply them with 
ipment. Because of the part which Exides 
e played in this development — because 
oughout the entire history of the electric 
ustty the quality and dependability of 
se batteries have never varied — Exides 
py an enviable position. This explains 


why, in so many of the nation’s largest power 
plants, Exides faithfully provide power for 
the operation of vital equipment, and, in 
emergencies, furnish light for the plant itself. 


THE ELECTRIC STORAGE BATTERY CO. 


The World’s Largest Manufacturers of Storage 
Batteries for Every Purpose 


PHILADELPHIA 
Exide Batteries of Canada, Limited, Toronto 


Exide 


BATTERIES 
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Special Display Set for 
New York Power Show 


M*x interesting new icatures are sched- 
uled for prominent display by Allis- 
Chalmers Mfg. Company at the New York 
Power Show December 2nd to 7th. 

One recent development of special interest 
to power and electrical men of all industries 
is the company’s new “Electrifugal” pump. 
This new design is so called because its all- 
in-one construction provides a complete cen- 
trifugal pump and splash-proof motor unit 
on one shaft and one housing. An operating 
unit will be on display. 

An animated display—never before exhibited 
—will, by mechanical analogy, similate the 
silica removing action of the company’s new 
Silimite feedwater treatment. 

Much space will be devoted to the company’s 
extensive line of modern steam turbines, con- 
densers and other power house equipment 
and auxiliaries. Scale models will be on dis- 
play showing many sizes and types of Allis- 
Chalmers turbo-generator units. 

The company will show an operating unit 
of its new Junior size low current electronic 
arc welder. Like the company’s larger Weld- 
O-Tron unit, this smaller size—supplying cur- 
rents as low as 5 amperes—will demonstrate 
the welding of very thin gauge alloys which 
hitherto could not be welded satisfactorily 
without destroying many of their vital prop- 
erties. 

The Allis-Chalmers exhibit—booths 3, 4 and 
5 on the main floor of the Grand Central 
Palace—will be in charge of A. F. Rolf, man- 
ager of the company’s New York office. He 
will be assisted by a staff of engineers, includ- 
ing officials and specialists from the company’s 
main works in Milwaukee. 


G-E Plans Erection of Second 
New Building at Schenectady 


HE General Electric Company has an- 
nounced plans for the erection of a sec- 
ond large building at its Schenectady Works. 
It will be a brick and steel structure, 560 
feet long and 240 feet wide, to be used by the 
order and stores department. Offices will be 
located in a two-story section across the front, 
and the remainder of the building will be 
used for storage. j 
The building will be located across the old 
River Road from the main part of the factory, 
near the mercury power station. Contract for 
the construction has not yet been awarded, 
but work on the building itself is expected to 





MARTENS & STORMOEN 
successors to 
THONER & MARTENS 


Disconnecting and Heavy Duty Switches 


15 Hathaway St., Boston, Mass. 











be started a week or 10 days after the bids 
are in and accepted. Pile driving for the foun. 
dation has already been started. Completion 
of the building will require about five months 
it is estimated. ; 


Air-Insulated Step Voltage 
Regulators Installed 


T HE last five years have brought out a def. 
nite trend on the part of public utilities 
to eliminate oil-insulated apparatus from their 
indoor substations. Examples of the progress 
that has been made are the Inerteen trans. 
former, air-insulated transformer, and _ air. 
insulated breaker. Supplementing these im. 
provements is the air-insulated step voltage 
regulator. Four such regulators, designed by 
Westinghouse, and each rated 563 kva, 2500) 
volts, two-phase have been installed on the 
Philadelphia Electric system. 

The construction of the transformer ele- 
ment of the regulator is of the conventional 
air-blast, air-insulated type familiar to all 
operating men. In order to reduce cost and 
space requirements, special transfer and se- 
lector switches were designed whereby six 
transfer switches and a selector switch could 
take the place of 18 transfer switches normal- 
ly used on a two-phase, oil-insulated 32-step 
regulator. The load tap changer consists of 
two compartments, the upper compartment 
housing the six de-ion air breakers that are 
used as transfer switches, while the lower 
compartment houses the operating mechanism 
with its motor control. The principle of op- 
eration of the de-ion air breaker is that of 
having a magnetic-blow-out coil blow the arc 
away from the contacts into a de-ion arc 
chute. This de-ion arc chute is entirely en- 
closed so that neither the arc nor the various 
gases are thrown out of the arc chute. Tests 
show that the breakers are very quiet in op- 
eration and have a minimum of wear and 
burning of the arcing contacts. 

Safer and more economical in operation, 
the air step voltage regulator is beginning to 
find its way in our progressive electrical field. 


Heavy Duty Traction Vehicles 
More in Demand 


= demand for heavy duty traction equip- 
ment is noted from an unusually wide 
range of fields, according to A. F. Knoblock, 
president of the Thornton Tandem Company, 
Detroit. 

The cost of transportation equipment and 
the cost of its operation are material factors 
in the profit or loss in jobs which call for 
heavy duty hauling of all kinds. In many op- 
erations of this kind it has been found prac- 
tical and economical to substitute trucks of 
from 14 tons to 3 tons capacity and then con- 
vert them to vehicles having a gross vehicle 
weight capacity of 30,000 pounds or even more 
by the installation of the Thornton four-rear- 
wheel Drive. Contractors on the spectacular 
Pennsylvania Turnpike just being completed, 


Mention the FortNIGHTLY—It identifies your inquiry 


NOV. 21, 1940 











vember 21, 1940 Public Utilities Fortnightly 


8333 kva 
36 kv 
Single-phase 


Equipped with 
standard Penn- 
sylvania Uni- 
Row Radiators 
and Straight- 
Line Tap 
Changers. 
Subjected to 
impulse, tem- 
perature run 


and other 
A.I.E.E. tests. 


TRANSFORMER COMPANY 
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Oklahoma and California oil field operators 
and a large number of general utility jobs, pa.- 
ticularly, for example the hauling of ready- 
mixed or mix-in-transit cement, have found 
it possible to cut costs and speed up their work 
by this type of installation. 

Not only is traction increased but because 
of the fact that two gear ratios are provided 
in the Thornton four-rear-wheel Drive unit 
the number of speed ranges available in the 
truck or tractor unit is doubled, consequently 
giving the operator greatly increased flexi- 
bility. One of the most interesting examples 
of the flexibility for this type of installation 
was provided during the recent War Games 
in the South where vehicles with this equip- 
ment far exceeded expectations on perform- 
ance, particularly when equipped with tank 
bodies used for refueling operations. 

G-E Announces New Low-cost 
Photoelectric Relay 

A NEW photoelectric relay, attractively 

housed in a cast alloy chassis with a 
compact molded cover, was recently an- 
nounced by General Electric. This new relay 
will operate at speeds up to 150 interruptions 
per minute and at a minimum of 40 foot-can- 
dles at the phototube with not more than 15 
foot-candles of extraneous light present. Ap- 
plications include counting, sorting, weighing, 
measuring, controlling, signalling, inspecting 
and regulating when conditions permit. The 
relay has a controlled contact rating of 10 
amperes at 115 volts a-c, with two normally 
open and two normally closed contacts. The 
coil of the relay is energized when the light at 
the phototube is reduced below 30 foot-candles. 

There is provision for mounting the relay 
by any one of the following methods: wall 
mounting on concealed rigid conduit, exposed 
rigid conduit, or with flexible conduit or open 
wiring; bench or table mounting on rigid con- 
duit, or with flexible conduit or open wiring; 


and by any other methods which meet accepted 
rules of practice. 


Chevrolet Sales Climb 


HEVROLET retail sales for exactly nine 

months and 20 days of 1940, have sur- 
passed those for the entire calendar year of 
1939, it has been announced by William E. 
Holler, general sales manager. The figure for 
the current year through October 20th, he 
said, is 814,951, as compared with 791,886 for 
the entire year of 1939, This is already a gain 
of 2.9 per cent. 

Coincidentally with the sales record for the 
annual period, Mr. Holler announced that the 
record for the first 20 days of the month sur- 
passes any previous October Ist-20th in Chev- 
rolet annals. 

Sales for this period in October totalled 
61,147, a gain of 167 per cent over the 22,898 
sales reported during the same 20-day period 
last year. 


Economical Light for Repair 
and Construction Crews 


or utility companies in large cities where 
F there is considerable underground work 
the Carpenter Manufacturing Company, Can. 
bridge, Mass., offers the DU Master-Light 


DU Master-Light for Utility Use 


This light has a very powerful battery and 
will project a search light beam for over 25 
hours or a moderate working light for at least 
80 continuous hours, or longer intermittently, 
with each charge of battery. 

A floodlight reflector capable of illuminat- 
ing an area 100 feet and more in diameter for 
25 continuous hours will be substituted by the 
manufacturer in place of the searchlight re- 
flector at no extra cost. The DU Master-Light 
is particularly well suited for use for repair 
and construction crews and for work around 
manholes, trenches and tunnels. 

For emergency lighting in control rooms 
and other key positions, the Carpenter com- 
pany offers its DUL Master-Light. This 
similar to the DU type excepting that the 
manufacturer supplies a special battery that 
holds its charge for well over a year. An auto- 
matic relay also is provided so that the DUL 
Master-Light goes into operation the instant 
that the 110 volt current fails. 

Detailed information about these and other 
types of Master-Lights for utility use may 
obtained from the manufacturer. 
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‘GRY BUSINESS SYSTEMS for UTILITIES 


LECTRIC AUTOMATIC CONTROLLER 
OR THE ADDRESSOGRAPH 


MONSTRATIONS 


our own office at your con- 
nce can be arranged with- 
cost or obligation. For 
ture and further details ad- 
Department F-1121. 


This new Egry Controller adapts the Addressograph to a wider range 
of important time-, labor-, and money-saving operations. Used with 
Egry Quality Continuous Stationery, it speeds up the work of writing 
multiple copy business records. Forms are fed into writing position 
in perfect alignment at a speed synchronized with the Addressograph 
itself. The use of costly, one-time, pre-inserted carbons and other 
wasteful methods is eliminated. To use the Egry Automatic Con- 
troller requires no change in Addressograph construction or operation. 


‘he EGRY REGISTER Company 


Dayton, Ohio 


SALES AGENCIES IN ALL PRINCIPAL CITIES 


The Egry Register Co. (Canada) Ltd. King and Dufferin Sts., Toronto, Canada. 
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CUMULATIVE 


A Digest That Is Serviced 


The Only Complete Digest of Public Service Law and Regulation 





A WORK OF PRIMARY AUTHORITY CONTAINING THE 
DECISIONS AND RULINGS OF THE 


United States Supreme Court 
anne United — bei Courts anita 
COVERING United States District Courts ALPHABETICAL 

FIFTY YEARS State Courts CLASSIFICATION 
Federal Regulatory OF SUBJECTS 
AN EXHAUSTIVE Commissions -_ 

State Regulatory Commissions A GREAT REVIEW 
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Insular and Territorial Regu- 
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Wilson, Herring and Eutsier's DAVEY TREE TRIMMING SERVICE 


PUBLIC UTILITY 
REGULATION 


571 pages, $4.00 


N analysis of the nature, extent, and problems of JOHN DAVEY 
P public utility regulation in the United States, Founder of Tree Surgery 
h emphasis upon the expanding role of the Federal 
pvernment in the regulation of public utilities, its s be 2 
ivities in undertaking power projects and pro- Winter Trimming 
pting rural electrification, and the issues involved 
governmental ownerships. The well-rounded treat- 
nt and critical viewpoint will be of aid to all who e Easier Trimming Permissions 
interested in evaluating the present status of 
blc utility regulation, its strengths, weaknesses, and @ Cheaper Brush Disposal 


nificance for privately-owned industry. e Better Working Vision 


@ No Foliage 


Order from Always use dependable Davey Service 


DAVEY TREE EXPERT CO KENT, OHIO 


Public Utilities Reports, Inc. 
insey Bldg. Washington, D. C. D AV E Y T R E E $ E R Vv | C E 



































HYDRAULIC TURBINES 
BUTTERFLY VALVES 
MECHANICAL RACK RAKES 
GATES—HOISTS 
PENSTOCKS, ETC. 


Bolting the Spiral Casing before Riveting 
NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 
NEWPORT NEWS, VA. 
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= YOUR <yez BILLS MAY BE GOING UP... 






























































§ YOUR PRODUCTION LOADS grow 
Alice you're sure to spend 
more money for fuel. How 

much more depends largely on how 


well the equipment in your plant is 
insulated. 


The right types of insulation, 
properly applied, reduce heat losses 


cut fuel costs . . . wherever they 
are used. And that is where the 
Johns-Manville Insulation-Engi- 
neering Service can help you. 


FOR EVERY TEMPERATURE .. . 





























3UT YOUR <yez COSTS CAN GO DOWN! 


J-M Insulation Engineers eliminate 
every important source of heat waste 
in your plant. They help you choose 
exactly the right insulating material 
for every temperature and service 
condition . . . exactly the right thick- 
ness for maximum economy and 
efficiency. 

This service is available to you 
without cost. For full information, 
write Johns-Manville, 22 East 40th 
Street, New York, N. Y. 


MiJohns-Manville INDUSTRIAL INSULATIONS 


FOR EVERY SERVICE CONDITION 
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ITS EASY FOR UTILITY COMPANIES TO SAVE 
MONEY WITH VARI-TYPER .... 


Compose copy for your bulletins, sales manuals, booklets, catalogs, 
rate schedules, etc. in your own office on the composing Type Writer 
with changeable faces and spaces. Any competent typist after proper 
instruction can Vari-Type your work to stencil, metal plate or photo- 
offset master copy with large savings and improved appearance. 


Write today for new specimen portfolio “How Utility 
Companies Profit with Vari-Typer’ with actual samples 
issued by organizations in the utility field. 


RALPH C. COXHEAD CORPORATION 


Manufacturers of Vari-Typer 


333 Sixth Avenue New York, N. Y. 











Public Utilities Fortnightly—The one, complete information service 
devoted to the policies, practices and status of utilities, as affected by Gov- 
ernment, and allied topics. 

Conducted as an open forum for the frank discussion of both sides of 
controversial utility questions. 


Issued every other Thursday—26 times a year—Annual Subscription $15. 











Sangamo Meter 
in “‘A’’ and “‘$ 
Mounting 


Sangamo modern m 
ters, whether singlepha 
watthour meters—co 
bination singlephase watthour meters and tim 
switches, with either single or two-rate reg 
ters—or two-element watthour meters—alla 
designed for modern "A" and "S" mounting 


Modern Meters for Modern Loads 


SANGAMO ELECTRIC COMPANY 


SPRINGFIELD, ILLINOIS 
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HOOSIER ENGINEERING COMPANY 


46 SO. 5TH ST., COLUMBUS, OHIO NEW YORK 
Canadian Hoosier emaee Company, Lid. 
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Do you really know 
HOW TO WRITE REPORTS? 


Are your technical reports always clear—coherent—complete? 4 
you able to express technical information and facts in such a man 
that anyone reading your report knows immediately what you meq 





Just as in everything else, there are clear. By following these princi 
certain fundamental principles of and adopting an attitude toward writi 
order and planning and style that can _ reports that is based on an appre 
change a muddled and confused tech- tion of the eventual audience, you 
nical report into one that is crystal improve your papers immensely, 


WRITING THE TECHNICAL REPOR 


By J. Raleigh Nelson 


Professor of English in the College of Engineering 
University of Michigan 


373 pages, 6 x 9, $2.50 


Step by step this authoritative book sho 
you how to simplify technical reports; h 
to analyze the type of report; how to chod 
the best form and style; how to organize 
material; how to use figures, tables ‘and 
notations. A book for everyone who reali 
how improved reports can eliminate mig 
derstanding, save time in explanations, dé 
onstrate the writer’s knowledge and abil 
and create favorable impressions on 4 
ployers. 
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The complete guide 
to report writing 


Send check, money-order or cash to 
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THE BEST ALL-'"ROUND 


TRUCK VALUES 


MONEY CAN BUY! 


<BR a 


os 


¥* the powerful International Heavy-Duty D-500 Cab-Over-Engine Truck, 18,800 Ibs. gross weight rating, 
d at Gibson, Ind., by the Indiana Harbor Belt Railroad. 


in the big family of International Depend on Internationals for out- 
ners next time you buy trucks—and _ standing service at lowest possible cost. 
joy the performance and economy Find out all about the types and sizes 
ese units will give you over a long best suited for your work. The nearby 
riod of years. International Dealer or Company 
Branch will give you complete informa- 
tion. Sizes from Half-Ton units to 
powerful Six-Wheelers. 


There’s real satisfaction when Inter- 
tionals are on the job. That’s because 
Is organization knows how to build 
gd for tough work. These trucks 
t all-truck all the way through, read- 

Misted Gs a8 Gat of lende aad INTERNATIONAL HARVESTER COMPANY 
ditions. 180 North Michigan Avenue, Chicago, Illinois 


INTERNATIONAL TRUCKS 
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THE CREED OF 
A BRAIN-TRUSTER 


“New industries will not 
just happen as the automo- 
bile industry did. They will 
have to seem probably de- 
sirable features of the whole 
economy before they can be 
entered upon.” 


—Rexford Guy Tugwell 


Noruine about the automobile* 
industry to make it a “probably desir- 
able feature of the whole economy,” 
when, in 1892, Charles and Frank 
Duryea drove a gasoline buggy through 
the streets of Springfield, Mass. 

Nor in 1893, when Mrs. Ford 
watched Henry go popping down Bag- 
ley Avenue, in Detroit. 

Still no social significance, that a 
brain-truster could detect, even in 1899 
when companies with aggregate capi- 
tal of 338 millions had been organized 
to manufacture these new vehicles. 

If “planned economy” had been the 
law forty years ago, America might 
still be gidapping, for there was noth- 
ing in the early efforts of Ford, Olds, 
Hupp, Packard, Willys and the others 
to convince the bureaucrats that the 
automobile was destined to provide 


Detroit to New York 7¥, Days 


Nope, No Social Significance, 


more jobs, more leisure, and, oh yes— 
more tax money, than all industry com- 
bined had provided in any year previ- 


ous to 1910. 


The brainiest brain-truster can’t plot the 
course of initiative. He can plot only the status 
quo. But initiative built the automobile, the 
railroad, the radio and all the other American 
symbols of abundant living. 

Yes, the professor is right—‘new indus- 
tries will not just happen.” They never have. 
They rise out of a way of life that lets men 
dream and build their dreams into tomor- 
row’s realities. What Helps Business Helps 
You. 


*Write for “Your Automobile and Free Enter 
prise” enclosing 10 cents to cover costs. 


This message is published by 


NATION'S BUSINESS 


It is the 45th of a series contributed toward 
better understanding of the American System 
of free enterprise. If you'd like to express yout 
views on the American Way why not write to 
your Congressman or Senator? 





November 21, 19%, 


write to 


Movember 21, 1940 
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Son, n0 skilled workman ever loses his job at Royal 


- 


’RE pRouD to be able to say—no skilled 
rkman ever loses his job at Royal! 

Yes, we have the problem of layoffs—what 
siness hasn’t? But we know how serious the 
s of his job is to the man who has devoted 
ars to the mastery of his craft . . . that the 
ployee with dependents needs and deserves 
ry consideration. 

t is our theory that the skilled workman 
buld be kept employed—even if it is on a less 
portant job than normally. 

ertainly, we’re proud of a policy like this. 
t craftsmen, too, are proud to be part of an 
anization whose appreciation of a job well 
he goes further than the pay envelope. Their 
alty to Royal and the excellence of their work 
uta reflection of this pride. 

And when you consider it, isn’t that good 
iness for us, as well as good business for you? 
»protectingourinvestmentincraftsmanship— 
tects your investment in the finished machine! 


he skilled hands of our craftsmen—and the 
ity and consideration they and all our em- 


ployees enjoy—have helped make Royal the 


leading typewriter in the world today. 


Wilts Nef 
YPEWRITER 
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A new book for metermen 


TELLING HOW TO 


measure alternating-current 


energy with the induction 


watt-hour meter 








Make the information on 
metering in this practical 
new book bring you real 
profit... 


You know your job. But the 
more you know about it, the 
more you know about the tools 
you work with, the more you 
know about attacking and 
solving properly special prob- 
lems in your line—the more 
valuable you are as a man and 
as an employee. 


THESE TEN PRAC- 
TICAL CHAPTERS 
WILL HELP YOU 


® Early History of the Watt- 
hour Meter Art. 


@ Elemental Theory of Torque 
Production. 


© Essential Elements of the 
Watt-hour Meter. 


@ Application of the Essential 
Elements in Modern Meters. 


@ Watt-hour Constants; Gear 
and Register Ratios. 


® Vector Analysis of the In- 
duction Watt-hour Meter. 


© Compensation of Errors. 
© Polyphase Metering. 


® Analytical Checking of Meter- 
ing Schemes. 


® Metering Special Circuits. 


This informative book answers for metermen the follow. 
ing questions: 


1. What makes the disk in a meter go around? 

2. How can this revolving disk be made to measure 
energy P 

3. What metering scheme should one use to measur 
the energy in a particular circuit? 

4. How may one be sure that all the energy in such 
circuit is metered by the particular scheme chosen’ 


The presentation is based throughout on the author’ 
long experience in teaching metering principles to group, 
and special classes of metermen. 


THE MEASUREMENT OF 
ALTERNATING-CURRENT 
ENERGY 


BY DONALD T. CANFIELD 


Associate Professor of Electrical Engineering, 
Purdue University 


210 pages 5 x 8, 74 illustrations $2.00 


bie book begins with an outline of the developmen! 
of the principles of metering. It then provides a 
answer to the question: What are the ways and meani 
together with their modifications, of producing a torqu 
on a rotatable member by electromagnetic means? 


After showing the possibilities of producing rotation i 
a disk by electromagnetic means, it explains why sut 
motion must have a purpose. Then follows a discussiol 
of the remaining essentials of an energy meter and tit 
application of these essentials in modern meters. 


Meter constants and methods of compensation are cor 
ered in considerable detail. Also a method is developti 
and applied for checking the correctness of a proposti 
metering scheme to ascertain whether or not the pr 
posed meter will or will not record all the energy pas 
ing through the metering point. 





Send check, money-order or cash to 


PUBLIC UTILITIES FORTNIGHTLY 


MUNSEY BLDG., WASHINGTON, D. C. 
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From the 


Standpoint of the Customer.. 


fe CUSTOMER is interested primarily in an 
efficiently and economically run Water Depart- 
ment. Efficiency in the operation of meters implies 
meters that are accurate at all rates of flow and 
which will serve the Department for many years 
at least expense. Such meters mean that the cus- 
tomer pays only his fair share of the water expense. 
The charge for water is equably distributed over 
the total gallonage actually used; and the cost of 
unregistered water and high maintenance need not 
be made up for by higher water rates nor taxes. 
@ Trident Water Meters have an established repu- 
tation for sustained accuracy at all rates of flow. 
They are simple and durable. They may be easily 
repaired and restored to a high degree of accuracy 
with interchangeable parts, which minimize labor 
and material costs. 

@ Trident Meter life and service far more than 
offset the initial cost of Trident Quality. 


NEPTUNE METER COMPANY - 50 West 50th Street, NEW YORK CITY 


DENV 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts and others equipped 
to serve utilities in all matters relating to rate questions, appraisals, valuations, special re. 
ports, investigations, design and construction. < < « « : 


THE AMERIGAN APPRAISAL GOMPANY 


INVESTIGATIONS e« WALUATIONS e REPORTS 
PROPERTY EXAMINATIONS AND STUDIES for 
ACCOUNTING AND REGULATORY REQUIREMENTS 

CHICAGO - MILWAUKEE + NEW YORK + WASHINGTON ~ And Other Principal Cities 











DaY & ZIMMERMANN, INC. 
ENGINEERS 
PHILADELPHIA 


PACKARD BUILDING 








DESIGN Ii ord, Bacon & Davis, One. RATE OASES 


CONSTRUCTION ° APPRAISALS 
Engineers 


OPERATING COSTS INTANGIBLES 
VALUATIONS AND REPORTS 
CHICAGO PHILADELPHIA NEW YORK CLEVELAND 








J. H. MANNING & COMPANY 


120 Broadway ENGINEERS Field Building 


New York hicago 


Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 


Public Utility Affairs including Integration 








SANDERSON & PORTER 
ENGINEERS AND CONTRACTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
Chicago New York San Francisco 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 











Mention the FortniGHTLY—I? identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 
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STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * EXAMINATIONS ¢ APPRAISALS 
CONSULTING ENGINEERING 


BOSTON e NEW YORK « CHICAGO e PITTSBURGH ¢ SAN FRANCISCO e LOS ANGELES 








BARKER & WHEELER, Engineers 
I! Park Place, New York City. 
36 State St., Albany, N. Y. 
Designs and Construction—Operating Betterments— 
Appraisals, Rates—Office Systems 


Twenty Years Special Experience in Development of 
Original Costs, Restoration of Capital Accounts, Installa- 
tion of Perpetual Property-Record Systems, and Special 
Problems of Municipal and Other Non-Centralized Proper- 
ties. 


Francis S. HABERLY 
ENGINEER 


Appraisals—Property Accounting Reports 
—Cost Trends 


122 SOUTH MICHIGAN AVENUE, CHICACO 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and re- 
ports, design and supervision of com- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHI6, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


PUBLIC UTILITY 
VALUATIONS AND REPORTS 


814 Electric Building Indianapolis, lad. 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection wi 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 








E. J. CHENEY AND CO. 


Engineers and Consultants 


61 BROADWAY NEW YORK 


SLOAN & COOK 


CONSULTING ENGINEERS 


{20 SOUTH LA SALLE STREET 
CHICAGO 


Appraisais—Original Cost Studies 
Depreciation, Financial, and Other Investigations 








ROBERT E. FOLEY 


Erecting Engineer 


Telephone Lines—Rural Lines—Fire Alarms— 
Transmission Lines 


48 Griswold St. Binghamton, N. Y. 











J. W. WOPAT 


Consulting Engineer 
Construction Supervision 


Appraisals—Financial 
Rate Investigations 


1510 Lincoln Bank Tower Fort Wayne, Indiana 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 


Aluminum Company of America 

American Appraisal Company, The 
American Red Cross 
Asplundh Tree Expert Company 





B 


*Babcock & Wilcox Co., The 

Barber Gas Burner Company, The .... 
Barker & Wheeler, Engineers 

Black & Veatch, Consulting Engineers 
Burroughs Adding Machine Co. .................... 


Cc 


*Carpenter Manufacturing Company 
Carter, Earl L., Consulting Engineer ... 
Cheney, E. J. and Co., Engineers 


Chevrolet Motor Division of General Motors 
Sales Corp. .......... 


Cities Service Petroleum Products 
Inside Back Cover 


Cleveland Trencher Company, The 
*Combustion Engineering Company, Inc. ..... 
Coxhead, Ralph C., Corporation 

Crescent Insulated Wire & Cable Co., Inc. 





D 


Davey Tree Expert Company 

Day & Zimmermann, Inc., Engineers 
Dicke Tool Company, Inc. 
Dictograph Sales Corporation 
Ditto, Inc. 
Dodge Division of Chrysler Corp. .......................-- 











E 


Egry Register Company, The 
Electric Storage Battery Company, 
Electrical Testing Laboratories 
Elliott Company 


Elliott Addressing Machine Co., The 





F 


Foley, Robert E., Erecting Engineer .. 
Ford, Bacon & Davis, Inc., Engineers ... 
*Ford Motor Company 


Forest City Foundries Company 


G 





General Electric C I y 
Grinnell Company, Inc. 








H 


Haberly, Francis S., Engineer 
Hoosier Engineering Company 


I 
International Hravester Company, Inc. ................ 51 


Professional Directory 


*Fortnightly advertisers not in this issue. 


J 


Jackson & Moreland, Engineers 
Jensen, Bowen & Farrell, Engineers 
Johns-Manville Corporation 


K 


Kerite Insulated Wire & Cable Co., Inc., The .. 
Kinnear Manufacturing Company, The 


M 


Manning, J. H. & Company 
Martens & Stormoen 
Merco Nordstrom Valve Company .. 





N 


National Affairs, Bureau of 

Nation’s Busi 

Neptune Meter Company 

Newport News Shipbuilding & Dry Dock Com- 
pany 4 











Pr 


Pennsylvania Transformer Company 
Pittsburgh Equitable Meter Company ..... 


R 


Railway & Industrial Engineering Company ... 

Recording & Statistical Corp. ........2.2.--.-----scccses 3 
Remington Rand, Inc. 
Ridge Tool Company, The 
Riley Stoker Corporation 
Robertshaw Ther tat Company 
Royal Typewriter Company, Inc. 














8s 


Sanderson & Porter, Engineers ............-.----...-0 
Sangamo Electric Company 

Sargent & Lundy 
Silex Company, The 

Sloan & Cook, Consulting Engineers 
Sprague Meter Company, The 

Stone & Webster Engineering Corporation ........ 





Vv 


Vulcan Soot Blower Corp. 


w 
Westinghouse Electric & Manufacturing Co. 
Outside Back Cov 
Weston, Byron, Company ‘ 
Wopat, J. W., Consulting Engineer 
56 



































Cisco Solvent is bringing so many advantages to fleet 
operators that it must not be called merely new but 
SENSATIONAL. Cisco Solvent permits the internal 
for FLEET cleansing of an automotive engine without any of 
the usual labor expense of tearing the motor down 
9 PE R ATO 4 S or taking the head off. Cisco Solvent removes dirt, 
gum, sludge and varnish from the internal moving 
perating expences and lay. parts of an engine—and with complete safety. It 
ps for overhauls can be cut f 
own by systematic use of contains a lubricant which protects all parts during 
is new, revolutionary in- the purging process. Through the application of 
peg — Cisco Solvent, operators now give their vehicles 
; “wide-awake” engine performance, resulting in 
reduced operating and maintenance cost. Learn 
what Cisco Solvent can do for you. 








Cities Service Oil Companies 


Cities Service Oil Company—Chicago, New York, Cedar 
Rapids, Boston, St. Paul, Grand Forks, Kansas City, Fort 
Worth, Oklahoma City, Milwaukee, Cleveland, Detroit, 
Harrisburg, Syracuse. 


Cities Service O11 Company, Ltd.—Toronto, Ontario. 


Arkansas Fuel Oil Company—Shreveport, Little Rock, Jack- 


son, Miss., Birmingham, Atlanta, Charlotte, N. C., Nash 
ville, Richmond. 
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Dress rehearsal in desig 


ODELS are used to determine 
the external design of ‘some 
large* Westinghouse turbine genera- 
tors before actual manufacturing 
work is begun. This gives Central 
Station operators a clear under- 
standing of the finished exterior ap- 
pearance Of the line of ‘machines. 
Westinghouse constantly looks 
ahead, both in engineering improve- 
ments to give you better service and 
in design trends to make your 
stations attractive. .The inset illustration is a’ forecast ‘of. turbine generalit 
appearance. 


Paraty S, 


WESTINGHOUSE ELECTRIC & MANUFACTURING COMPANY, EAST PITTSBURGH, PA 
Tune in “Musical Americana,” N.B.0. Red Network, Ooast-to-Coast, every Thursday evening. 


CENTRAL STATION INDUS 





